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PUIX COMMITTEE CONSIDERATION OE H.R. 7811, H.R. 7812, AND 

H.R. 7813 

House of Representatives, 

Committee on Armed Services, 

Washington , D.C., Wednesday , July 7 , 1965. 

The committee met at 10 :17 a.m., in room 2118, Rayburn Building, 
lion. L. Mendel Rivers, chairman, presiding. 

The Chairman. Members of the committee, the first thing we are 
going to take up this morning is three ship loan bills, II.R. 7811, 
which would authorize the sale or loan of 12 vessels to South Amen- 
c&n countries ; XX. R. 7812^ which would authorize the loan only of 
three vessels to Italy and Spain; and II.R. 7813, which would au- 
thorize the loan only of six vessels to Turkey and the Far East. 

(The bills referred to are as follows:) 

[II.R. 7811, 89th Cong., 1st seBB.J 

A BILL To authorize the sale or loan of naval vessels to friendly Latin American countries, 

and for other purposes 

Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That notwithstanding section 7307 
of title 10, United States Code, or any other law, the President may sell or 
lend, at his discretion, to friendly foreign nations of Latin America from the 
reserve fleet, on such terms and conditions as he deems appropriate, destroyers 
and submarines as follows : 

(1) Argentina, three destroyers, (2) Brazil, four destroyers, (3) Chile, 
two destroyers, (4) Peru, two destroyers, (5) Venezuela, one submarine. 

Sec. 2. All expenses involved in the activation, rehabilitation, and outfitting 
(including repairs, alterations, and logistic support) of vessels transferred 
under this Act shall be charged to fluids provided by the recipient government 
under the reimbursable provisions of the Foreign Assistance Act of 1961, as 
amended, or successor legislation. 

Sec. 3. Notwithstanding sections 7304 and 7300 of title 10, United States Code, 
should the President determine that the vessel or vessels shall be sold to the 
recipient government, said vessel or vessels shall bo stricken from the Naval 
Vessel Register. The vessel or vessels shall be sold at not less than $1,000,000 
each over and above any cost of activation, overhaul, or modification. All sales 
will be made pursuant to the Foreign Assistance Act of 1961, as amended, 
or successor legislation. 

(Sec. 4. All loans executed under this Act shall be for periods not exceeding 
five years, but the President may in his discretion extend such loans for an 
additional period of not more than five years. They shall bo made on the 
condition that they may be terminated at an earlier date if necessitated by the 
defense requirements of the United States. 

Sec. 5. No sale or loan may be made under this Act unless the Secretary of 
Defense, after consultation with the Joint Chiefs of Staff, determines that such 
sale or loan is in the best interests of the United States. The Secretary of 
Defense shall keep the Congress currently advised of all sales or loans made 
under authority of this Act. . 

Sec. 6. The President may promulgate such rules and regulations as he 
deems necessary to carry out the provisions of this Act. 

Sec. 7. The authority of the President to sell or lend naval vessels under 
this Act terminates on December 31, 1967. 

(3041) 
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[II. R. 7812, 89tli Cong,, 1st scss.l 

A BILL To authorize the loan of naval vessels to friendly forr>lgti countries, and for other 

purposes 

Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled. That, notwithstanding section 7307 of 
title 10, United States Code, or any other law, the President may lend to 
friendly foreign nations, on such terms and conditions as he deems appropriate, 
ships from the reserve fleet as follows : 

(1) Italy, two submarines, and (2) Spain, one helicopter carrier. 

Sec. 2. All expenses involved in the activation, rehabilitation, and outfitting 
(including repairs, alterations, and logistic support) of vessels transferred 
under this Act shall be charged to fluids provided by the recipient government 
under the reimbursable provisions of the Foreign Assistance Act of 1961, as 
amended, or successor legislation. 

Sec. 3. All loans executed under this Act shall be for periods not exceeding 
flvo years, but the President may in his discretion extend such loans for an 
additional period of not more than five years. They shall be made on the 
condition that they may be terminated at an earlier date if necessitated by the 
defense requirements of the United States. 

Sec. 4. No loan may be made under this Act unless the Secretary of Defense, 
after consultation with the Joint Chiefs of Staff, determines that such loan is in 
the best interest of thj United States. The Secretary of Defense shall keep the 
Congress currently advised of all loans made under authority of this Act. 

Sec. 5. The President may promulgate such rules and regulations as he 
deems necessary to carry out the provisions of this Act. 

Sec. 6. The authority of the President to lend naval vessels under this Act 
terminates on December 31, 1967. 


[H.R. 7813, S&tli Cong., 1st sess.] 

A BILL To authorize tlie loan of naval vessels to friendly foreign countries 

Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That notwithstanding section 7307 
of title 10, United States Code, or any other law, the President may lend to 
friendly foreign nations, on such terms and conditions as he deems appropriate, 
ships from the reserve fleet as follows : 

(1) China, one destroyer and two destroyer escorts, (2) Turkey, two 
destroyers, and (3) the Philippines, one destroyer escort. 

Sec. 2. All expenses involved in the activation, rehabilitation, and outfitting 
(including repairs, alterations, and logistic support) of vessels transferred 
under this Act, shall i 0 charged to funds programed for the recipient govern- 
ment as grant military assistance, or as reimbursable, under the provisions of 
the Foreign Assistant 2 Act of 1901, as amended, or successor legislation. 

Sec. 3. Loans executed under this Act shall be for periods not exceeding- 
five years, but the President may in his discretion extend such loans for an 
additional period of not more than five years. All loans shall be made on the 
condition that they nay be terminated at an earlier date if necessitated by 
the defense requirements of the United States. 

Sec. 4. No loan may be made under this Act unless the Secretary of Defense, 
after consultation wit.li the Joint Chiefs of Staff determines that such loan is in 
the best interest of the United States. The Secretary of Defense shall keep 
the Congress currently advised of all extensions or loans made under au- 
thority of this Act. 

Sec. 5. The President lhay promulgate such rules and regulations as he 
deems necessary to carry out the provisions of this Act. 

Sec. 6. The authority of the President to lend naval vessels under this Act 
terminates on December 31, 1967. 

The Chairman. Last, year, wo held hearing’s on and reported H.R. 
11035 which authorized the extension of the loan of vessels to a 
number of foreign nations, but the last law authorizing new vessel 
loans was back in 1961. 
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Tn view of tlie Ion# period of time since our consideration of a 
ship loan bill and also because of the large number of new members 
on tho committee who have never participated in. tho consideration oi 
a bill of this kind, I foci it might be well to describe briefly the his- 
tory of this legislation and some other pertinent matters relating to 
ship loans generally in order to place these three bills in a proper 
context. 

Mr. Blandford. (Aside to the chairman.) 

The Chairman. I think I better read this first. 

Mr. Blandford suggested that a quorum is not here, but I think I 
better continue reading this and then we will go into the bills in 
executive session, but I want the committee to hear this. 

Now, many of us remember back in 1951, we discovered that six 
cruisers had been transferred to South American countries without 
the approval of the Congress. So wo passed out of the Armed 
Services Committee a bill which became Public Baw 3 of the 82d 
Congress. This law provided that — 

No battleship, carrier, cruiser, destroyer, or submarine of the United States 
which lias not been stricken from the Naval Register * * * or any interest of 
tho United States in any such vessel, shall hereafter be sold, transferred, or 
otherwise disposed of unless authorized hereafter by the Congress. 

I thought with, the combatant ships it was a violation of law all the 
time, Mr. Blandford. Q 

Is this the genesis of the combatant ship legislation? 

Mr. Blandford. Well 

The Chairman. But anyway we did this. 

Now, since that, time, 17 laws relating to ship transfers have been 
enacted by the Congress. Eleven of those provided authority for 
new loans and extensions of existing loans and tho other six dealt with 
loan extensions only. 

These laws have authorized the loan of 94 ships, the transfer of 9 
ships, and tho sale of 4 ships. Of the 94 ships authorized for loan, 72 
have actually been loaned; of tlie 4 ships authorized for sale, 1 
has been sold; all. of the 9 ships transfers have been effected. 

To date, ship loan laws have involved an expenditure of $158,- 
981,000 in the activation, rehabilitation., and outfitting of vessels. 

On the other side of the ledger, the United States has received 
$41,406,345 from the sale of a submarine to Venezuela and from the 
acti vation, rehabilitation, and outfitting of vessels which have boen 
paid for by the recipient countrios. 

As to the method of financing these bills, I will say at this time that 
I wish tho witnesses to include— Mr. Secretary, 1 want you all to 
hear this— as a part of their testimony an explanation of the language 
which appears in section 2 of the first two bills and, with a variation 
in language, in the third bill. This language in the first two bills 
roads as follows : 

All expenses involved In the activation, rehabilitation, and outfitting (in- 
cluding repairs, alterations, and logistic support) of vessels transferred under 
this act shall be charged to funds provided by the recipient government under 
the reimbursable provisions of the Foreign Assistance Act of 1901, as amended, 
or successor legislation. 
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As to costs, the cost ox activation, overhaul, and rehabilitation ot 

a destroyer varies between $3.3 and $5.7 million. The higher figure 
would be applicable to a ship which was also modernized in the 
process appropriate to its class. 

Similar costs for a destroyer escort is about $2.7 million; for a 
submarine, $3.7 million unless there is a snorkel conversion and fair- 


water streamlining of the submarine in which event the cost is $5 
million. All of these costs are typical and vary somewhat from 
ship to ship. Some of the ships in these bills, however, will have 
only austere rehabilitation performed in the United States and in 
these cases, the cost per ship will be much less. An example of this 
is the two submarines for Italy where the additional necessary work 
will be performed in Italy. 

Of the types of ships contemplated for loan, or in the case of 
South American countries, loan or sale, we now have in the reserve 
fleet the following from which to draw: 134 destroyers, 191 de- 
stroyer escorts, 9 submarines, and 3 CVL’s. 

What is the CVL, what, class is that ? Is that 27,000 ? 

Admiral McDonald. That is conversion from a cruiser, sir. You 
remember wc had so me light cruisers. 

The Chairman. That is—— 


Admiral McDonald. A light carrier. 

The Ch airman. T hat is searsely 10,000 tons, isn’t it ? 

Admiral McDona ld. Just about; 11,000, as a matter of fact. 

The Chairman. About 11,000. 

According to the departmental report on these hills, the cost of 
II.R. 7811 — South American countries — is $38 to $80 million de- 
pending upon the extent of overhaul and modification desired, and 
whether title to the ships is purchased by the recipient countries. 
The cost of II. R. 7812 — Spain and Italy — is $20.5 million including 
helicopters for the Spanish carrier. 

The language in t ic bill relating to the reimbursable provisions of 
the Foreign Assistarco Act of 1961, as amended, purports to say that 
with respect to thesa two bills the recipient countries will pay the 
costs. 


With respect to II. R. 7813 (China, Turkey, and the Philippines), 
you will note that the language in this bill is somewhat different in 
that section 2 states that the costs will be charged, to funds “pro- 
gramed for the recipient government as grant aid assistance, or as 
reimbursable,” under the Foreign Assistance Act. In this case, the 
minimum cost of the bill is $17 million, all or some of which will be 
paid by the United Sl ates. 

Now, Mr. Bland ford, I think we ought — what is so important? 

Mr. B landlord. You ha vo a quorum present now, Mr. Chairman. 

The Chairman. We don’t need to have that in executive session. 

Mr. Bland lord. Well, the point is that part of the Secretary’s 
testimony is cl ass i fi ed . 

The Chairman. Is it necessary to have all this classified ? 

Secretary Nitze. I beg your pardon, Mr. Chairman ? 

The Chairman. Well, we will go into it if it needs to be classi- 
fied. 


^ Now, I want to say I have a letter from the Secretary of the 
Treasury telling us rf the assistance and the balance of payments 
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for an expeditious handling of these bills, notably I think to Italy 
and Spain. I think it refers to Italy and Spain. 

Mr. Blandford. Yes, sir. 

The Chairman. I won’t bother reading that, but that is what it 
says. I will leave it to Mr. Philbin and Mr, Bates. 

Now, I had a letter from NATO, my friend General Smart, who 
is the deputy for General Lemnitzer, asking us to assist in the Turkey 
and the other NATO allies transfers because of the assistance in the 
command to take care of our allies. I want Secretary Fowler’s letter 
in the record. 

( Committee insert :) 

The Secretary of the Treasury, 

Washington, D.C., June 28, 1065. 

Hon. L. Mendel Rivers, 

Chairman, Armed Services Committee, 

House of Representatives, 

Washington, D.C. 

Dear Mr, Chairman : Your committee has beforo it a series of bills on the 
subject of ship loans. I should like to take this opportunity to give special 
endorsement to one of the bills which you are considering, namely, H.R. 7812. 

For the last 5 years, Treasury has worked very closely with the Department 
of Defense in helping to. arrange sales of U.S. military equipment— especially, 
and as first priority, to those of the developed nations where the presence of 
American forces and facilities have an adverse effect on our balance of 


payments. 

Spain and Italy are both examples of such nations; U.S. military expendi- 
tures in those two countries together are likely to total $050 million during 
the fiscal years 1061-68. Thanks to military sales, onr prospects are that 
these potential balance of payments losses will be offset by $600 million over 
the same period — a most valuable, in fact indispensable improvement. 

This level of sales, however, is in part contingent upon the passage of 
H.R. 7812. 

My concern specifically with our balance of payments prompts me to add 
my voice at this time and to express the Treasury Department’s hope for early 
hearings and passage of H.R. 7812. The high priority I place on H.R. 7812 
is not intended to imply any opposition on my part to. H.R. 781S and H.R. 
'7811. 


Sincerely yours, 


Henry II. Fowler. ' 


The Chairman. Now, Mr'. Secretary, we have you and the Chief 
of Naval Operations. > 

If you. will come forward, we will start on these bills, with which 
Mr. Noll eh er is familiar. 

Mr. JC el lei ter. 7811 is first, but the statement deals with all three. 
It is a single statement. 

'The Chairman. Now, I want the record to show that a quorum 
is present. 

Mr. Blanoforo. Yes. 

Tho Chairman. And your statement will apply to the entire pack- 
age. And wherever you find we have to go in executive session, we 
will save tl lat unt i 1 the 1 ast, Mr. Secretary. 

Mr. Blanoforo. ( Aside to the cl i a i rman . ) 

The Chairman. We are going to have the unclassified statement 
first. 

Secretary Nitze. Thank you, Mr. Chairman. 

The Chairman. Now, you go ahead and read your unclassified 
statement. 
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Secretary Nitze. Mr. Chairman and members of the committee: 

I am pleased to appear before you today in, support of several pro- 
posed bills which would authorize the loan or sale of combatant ships 
to friendly foreign countries. 

I am accompanied by Gen. Robert J. Wood, representing the 
Secretary of Defense, and the Chief of Naval Operations. 

The U.S. world wide- 

The Chairman. Let me say, General Wood, I didn't mean to over- 
look you. 

General Wood. Thank you, sir. 

The Chairman. You are just as important as anybody here., 
Thank you, Mr. Secretary, for calling; that to my attention so 
politely. 

Go right ahead 

Secretary Nitze. The U.S. worldwide defense commitments have 
required large allocations of our resources of manpower, equipment 
and money. It is our goal to obtain a larger and more equitable 
allied participation in and contribution to free world defense, with a 
corresponding decrease in inequitably high American costs. The 
proposed ship transfers support that goal. 

With but limited cost to the United States in men, money, and 
materials, certain ships now contributing only potential readiness 
in our Reserve Fleet, can be converted to actual operational naval 
strength in the hands of our allies. These Reserve Fleet ships have 
a U.S. mobilization role; however, from a strictly military evalua- 
tion, they are a tetter asset, when overhauled! and modernized to an 
appropriate degree, strategically dispersed throughout the world, 
and operational in the hands of our allies. 

For each proposed loan or sale, the military requirement for ships 
has been thoroughly validated by the country team. It has been 
determined that the recipient country has both the manpower and 
technical ability to operate the ships efficiently and effectively. A 
concurrent request through diplomatic channels for the loan or sale 
has assured us that there is also political support for the proposed 
transfer. After approval by the country team, the unified com- 
mander has reviewed the proposed ship loan or sale to insure that 
it is in accordance with theater plans. Subsequently, the other mili- 
tary departments, the Department of Defense and State, and the 
Bureau of the Budget, by their approval, have assured us that the 
proposal fully supports U.S. policy and objectives. We now seek 
the approval of the Congress, 

The proposed legislation lias been submitted in three separate bills. 
These are : ( 1 ) A bill for the loan or sale of ships to Latin American 
countries; (2) a iill for the loan of an LPII to Spain and two sub- 
marines to Italy; and (3) a bill for the loan of destroyers and de- 
stroyer escorts to Turkey, China, and the Philippines. 

DILI. FOR LOAN OR SALE OF SHIPS TO LATIN AMERICAN COUNTRIES, TJ.R. 7811 

This bill, containing the proposed loan or sale of 11 destroyers 
and one submarine to South American countries, at no cost to the 
United States, provides the most economical and effective means 
by which the United States can assist these navies to improve their 
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The vessels authorized by this bill would onable Latin Amencan 
navies to continue replacement of obsolete ships and standardize on 
general purpose units suitable and effective for peacetime surveillance 
of coastal waters, support of counter-insurgency operations in coastal 
areas and wartime patrol of convoy routes along their ooMte. Since 
TJ.S. naval forces are insufficient to allow ho U.S. Navy to assume the 
ASW role in these areas, the vessels provided under this bill will allow 
the Latin American navies to fill this important roles The annual 
United States- South American ASW training exercises (UAL iAb 
scries) have demonstrated the value of stnndardrzmg oquipmeid and 
training to improve the collective strength of United Statos-South 

A UncZilant wilUhc ship loans under the 1958 bill. South Ameri- 
can countries scrapped, laid up or inactivated tonnage far beyond that 
received in loan. Information received informally from the country 
teams indicates that additional obsolete ships would be sciapp 
should the Congress approve the proposed legislation. Lho aiterna 
tive appears to be a growing obsolescence of their ships, a degrading 
of the Sin American naval role and perhaps their turning to other 

“in tlds b°uClhc 0 South American countries would have, the option 
to purchase the ships. Under that option, the ships involved would 
bo stricken from the Navy list, and sold for not less than ^ImillioT 
each over and above the costs or activation, overhaul or modification. 
Upon full payment by the recipient, such sales would be final and 
recall of the ships would apply. 

BILL FOR LOAN OF Til’ll TO SPAIN AND TWO SUBMARINES TO ITALY, n.R. 

7 812 

This bill proposes the loan of a helicopter carrier to Spain at no 
cost to the United States. This loan supports the 1963 base rights 
agreement, which, in turn, supports U.S. strategic posture. With 
this carrier and its embarked helicopters, the Spanish will add a sig- 
nificant ASW capability to free world forces m an area ot hi*h 

^^nSSpoaes the loan to Italy of two submarine, which are 
to replace obsolete Italian submarines that arc now; beyond economical 
repair. This loan would provide NATO-committed Italian ASW 
forces with submarine target services that arc a requisite to mamtam- 
ing readiness and proficiency. Competent, Italian ASW forces on- 
hanco our posture in the Mediterranean. 

BILL FOR LOAN OF DESTROYERS AND DESTROYER ESCORTS TO TURKEY, 
CHINA, AND THE PHILIPPINES, II. K. 781.1 

The bill would authorize loan of three destroyers and three de- 
stroyer escorts to countries on the periphery of the Communist 
world, Turkey, China, and the Philippines. Costs would be bo ne 
by grant aid' or credit assistance. These ships would ‘ l PPJ«oiab y 
strengthen the navies of those countries whose policies ally them so 

closely to U.S. objectives. , , . , ;il . . • 

A. portion of the funds necessary to implement, this bill is being 
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session of Congress, The remaining funds required will be requested 
loans eqUOnt l0re ^' n a,cl re( l uests ^ Congress approves these proposed 

OTHER ntOVISION S 

All ship loan agreements have contained a recall provision which 
wou u allow the United States to repossess any ship so loaned. So 
ar, since World War II, we have never had occasion to recall any 
snips, but we have received excellent cooperation from the recipient 
navies when their services were required, thus making such recall 
unnecessary. Nevertheless, the loans authorized by these bills would 
contain similar recall provisions. 

In each of these three bills it is proposed that the authority to 
sell or lend vessels terminate on 31 December 1907. This period of 
time is needed to provide for negotiations and the orderly planning 
ot activations and overhauls. All previous new loan authority has 
expired. 

In addition, the new 5-year loan proposals contain a provision for 
authority to renew the loan period for an additional 5 years at the 
discretion of the President without further reference to the Cono-ress 
Congress would be kept informed of all loans and sales granted 
under this authority. 

The gold-flow implications of these three, bills are significant. For 
example, the helicopter carrier for Spain would result in a $20 mil- 
lion inflow of gold or its equivalent. The ships for South America 
would result m a minimum of $38 million or maximum of $80 million 
favorable flow of gold depending on the extent of overhaul and 
moclilication, and whether recipient countries desire to purchase the 
ships. Even the expenses associated with ship loans for which we 
receive no reimbursement would be paid by the Government of the 
United States tor work done in our own shipyards; lienco no gold 
outflow. ' 

The worldwide commitments of the United Stales require assist- 
ance from our allies. The US. Navy alone cannot fulfill all free 
wor d naval requirements. The forces of our allies, large and 
small, must help accomplish these naval tasks. It is to enable them 
moie adequately to help us while helping themselves that these ship 
ioiins or sales are intended. The proposed Jegislal ion supports U.S. 
po icy, s lengthens tree world forces, enhances U.S. forward security 
and improves U.S balance of payments. Last, and most important, 
it oonveits the potential of a portion of the Reserve Fleet to actual 
operating naval strength, strategical ly dispersed and operational in 
^hands or our albas, at minimum cost to U.S. resources 
Hus concludes my unclassified statement, Mr. Chairman, 
agreeable to the committee I would like the. opportunity to make 
further remarks at a later time in executive session. ’ 

t t 1 on ’ t vvo ii ust £° into executive session now? 

J. will ask that all. those who arc not cleared for classified information 
■o leave the room, because we are going into secret testimony. 
yfU’ 1 » Slatmshek, you handle that, please. 

(Whereupon, at -0 :40 o’clock a.m., the committee proceeded in 
executive session.) 
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89th Congress \ HOUSE OP REPRESENTATIVES f Report 

1st Session j { No. 624 


AUTHORIZING THELOAN OF NAVAL VESSELS TO TURKEY, 
CHINA, AND THE PHILIPPINES 


July 19, 1965. — Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mr, Rivers, from the Committee on Armed Services, submitted the 

following 

REPORT 

[To accompany II.lt. 7813] 

The Committee on Armed Services, to whom was referred the bill 
(H.R. 7813) to authorize the loan of naval vessels to Turkey, China, 
and the Philippines, having considered the same, report favorably 
thereon without amendment and recommend that tho bill do pass. 

PURPOSE OF THE LEGISLATION 

The proposed legislation would authorize the loan of six vessels of 
the destroyer and destroyer escort categories of the reserve fleet to 
Turkey, China, and the Philippines. 

SUMMARY 

The President desires authority to loan six ships to the following 
countries : 


China 1 destroyer and 2 destroyer escorts. 

Turkey 2 destroyers. 

Philippines 1 destroyer escort. 


The destroyers that are to be loaned are of the Fletcher class (2,100 
tons). The destroyer escorts are of the fiostwiclc class (1,590 tons). 

COST 

The cost of this bill will be between $17 and $26 million, depending 
upon the extent of overhaul and modification performed. 


50-006 
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-PHILIPPINES 


The law 


BACKGROUND OF SHIP LOAN PROGRAM 


Prior to 1951, 1J.S. naval vessels wore transferred to friendly foreign 
nations under the provisions of the Mutual Assistance Defense Act of 

9 r 'r q S p ' 7007 ?' ( * i 951> the Congress passed Public Law 82-3 

(10 U.o.G. 7307). This law, as codified, is as follows: 

Restriction on disposal, (a) Notwithstanding any other 
provision of law, no battleship, aircraft carrier, cruiser de- 
stroyer, or submarine of the Navy may be sold, transferred 
or otherwise disposed of, unless the Chief of Naval Operal 
tions certifies, that it is not essential to the defense of the 
United utiitou, 

1 n ^ n J7 ltll 0 l lt ^ th t °. v[i y fro™. Congress granted af ter March 
1U, U51, no battleship, aircraft carrier, cruiser, destroyer, or 
submarine that has not been stricken from the Naval Vessel 
tegistor under section 7304 of this title, nor any interest of 
the United States in such a vessel, may be sold, transferred, 
or otherwise disposed of under any law. 

time ’ 1 J! ttWS) relating to ship transfers have been enacted 
by the Congress Eleven of these provided authority for now loans 

extensions 3 only ° f exlstlng loaDS aml the otllcr six dealt with loan 

Transfers to date 

These laws have authorized the loan of 94 ships, the transfer of 9 
ships, and the sale of 4 ships Of the 94 ships authorized for loan 72 
have actually been loaned; of the 4 ships authorized for sale, 1 has 
been sold; all of the 9 ships’ transfers have been effected. 

Expenditures and receipts to date 

To date, ship loan laws have involved an expenditure of $158 981 000 
m the activation, rehabilitation, and outfitting of vessels. ’ 

84 ? aor S i? e of i the c ledger > the Unitod States has received 

$41 406,345 from the salo of a submarine to Venezuela and from the 
. rehabilitation, and outfitting of vessels which have been 

paid for by the recipient countries. 

TYPICAL COSTS 

The cost of activation, overhaul, and rehabilitation of a destroyer 
varies between $3..1 and $5.7 million. The higher figure would V 
applicable to a ship which was also modernized. 

Similar costs for a destroyer escort are from $2 to $ 2.7 million 
i hose costs are typical and vary somewhat from ship to ship. Some 

«nH i fn S !l ApS 111 thl3 iu ’ h °wevor, may have only austere rehabilitation 
and m these cases tbe cost per ship will be much less 
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Ships on loan to China and Turkey as of June 1, 1965 


Country 

Num- 
ber and 
type 

Ships 

Authority 

Delivery date 

Republic of 
China, 

4-DP 

Benson, DD-421 

Public Law 83-188, TIAS 

Fob. 26,1964 

do 

II. P. Jones, DP-427.. 

2910 as amended by 
Public Law 80-67, 

TIAS 4340 extondod 
Public Law 88-437. 

Turkey 

5-SS 

Rodman, DD-466 

Plunket, DD-431 

Public Law 83-188, TIAS 
3216, 4697 as amended 
by Public Law 80-482 
extended Public Law 
88-437. 

Public Law 85-532, TIAS 
4180 extended Public 
Law 88-437. 

Public Law 63-214, TIAS 
3042 as amend od by 
Public Law 80-67, 

TIAS 4309 extended 
Public Law 88-437. 

July 28,1965 

Fob. 16,1959 

Aug. 7,1954 

Oct. 23,1954 
Oct. 18,1958 

Mar. 18,1900 


Hammerhead, SS-364. 
13 crgall, SS-320. 



Public Law 85-632, TIAS 
4117 extended Public 
Law 88-437. 



MapJro, SS-376 



Meio, SS-378 

do „ 

Apr. 20,1900 

Philippines 8 . 









Expiration 

date 


*Eeb. 26,1009 


Do,< 

'July 23, 1970 


1 Fob, 16, 1060 
1 Aug. 7, mo 


i Oct. 23, 1080 
‘ Oct. 18. 1088 


< Mar. 18, 1070 
i Apr. 20, 1970 


1 Legislation authorized 5-yoar extension, 

*No Bhips on loan, 

Detailed costs of proposed legislation 


[In millions] 


Country 

Num- 

ber 

Typo 

Activation 
or mod id- 
eation 

.Spares 

Material 

total 

Training 

Overall 

total 

Turkey 

2 

DD 

$10. 65 

5. 33 

$0. 72 
.3# 

$11. 38 
5.69 

$ai4 

.25 

$11. 52 
6. 94 
6.80 
2. 90 

China. 

1 

on 

Do 

2 

;de 

6. 034 

.420 

6.46 

.34 

Philippines.. .. . .. 

1 

UK 

2, 517 

.213 

2.73 

.i7 


Total 







26.16 









V Alii ATI ON IN SHIP LOAN REACTIVATION COSTS 

The reactivation, overhaul, and modernization costs for the ships 
proposed for loan in H.R. 7813 are estimated to vary from a minimum 
of $17 million to a maximum of $26 million. The reasons for the 
variance in cost estimates are many; the most pertinent being: 

Condition oj hull 

The condition of the hull and machinery varies between ships duo 
to age, time in active service, deterioration, in mothballs, etc. Only 
after each ship selected for loan or sale has been inspected by technical 
personnel can accurate estimates be given for activation and overhaul 
costs of the hull and machinery. 

Obsolete equipment replacement 

^ The length of time since the ship was active and the type of equip- 
ment installed, such as radars, radios, fire control equipment, etc., will 
influence the amount of equipment that must bo replaced. Certain 
obsolete equipment must be replaced to insure that spare parts are 
available and thus the ship is logistically supportable after activation. 
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Modernization 

If the recipient country desires more modern antiaircraft guns such 
as 3-inch 50 ’s, or more powerful sonar, etc., the total cost will vary 
greatly. Additionally, recipient countries may desire various altera- 
tions to improve the effectiveness of a vessel. 

Extent of overhaul 

There may also be differences in the amount of overhaul work 
accomplished in U.S. shipyards. The capability of recipient countries 
to perform limited overhaul work in their own shipyards would lessen 
the amount done in the United States thus decreasing the estimated 
costs. 

Spare parts 

The depth and range of spare parts purchased to support the ship 
in the future will also cause the costs to vary. 

Consumable stores 

The amount of consumable stores will also change the total cost to 
the recipient governments. 


RESERVE FLEET 

Of the types of ships contemplated for loan or sale in this bill, we 
now have in the reserve fleot 134 destroyers and 191 destroyer escorts. 

U.S. WORLDWIDE COMMITMENTS 

The U.S. worldwide defense commitments have required large allo- 
cations of our resources of manpower, equipment, and money. It is 
our goal to obtain a larger and more equitable allied participation in 
and contribution to free world defense, with a corresponding decrease 
in inequitably high American costs. The proposed ship transfers 
support that goal. 

Ships now contributing only potential readiness in our reserve fleet 
can he converted to actual operational naval strength in the hands of 
our allies. These reserve fleet ships have a U.S. mobilization role; 
however, from a strictly military evaluation they are a better asset 
when overhauled and modernized to an appropriate degree, strategi- 
cally dispersed throughout the world, and operational in the hands of 
our allies. 

Validation of need 

For each proposed loan or sale, the military requirement for ships 
has been thoroughly validated by the country team, the unified 
commander, and the Joint Chiefs of Staff. 

Ability to operate ships 

It has been determined that the recipient country has both the 
manpower and technical ability to operate the ships efficiently and 
effectively. The committee is advised that a concurrent request 
through diplomatic channels for the loan or sale has assured that 
there is also political support for the proposed transfer. After ap- 
proval by the country team, the unified commander has reviewed the 
proposed ship loan or sale to insure that it is in accordance with 
theater plans. Subsequently, the other military departments, the 
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Departments of Defense and State, and the Bureau of the Budget 
by their approval, have given assurance that the proposal tuily sup- 
ports TJ.S. policy and objectives. 

MUTUAL ADVANTAGES 

Internal and external security .— The committee was informed that 
the ships proposed for loan under this bill will be used by the recipient 
countries to discharge naval responsibilities assumed by them m their 
areas Theso ships will assist the recipient countries m maintaining 
their own internal security, in protecting their coasts and coastal lines 
of communication, and in protecting sea lines of communication. 

Antisubmarine capability . — The Department of Defense xegai ds as 
important the achievement of a strong antisubmarine capability m 
tho areas where these ships would be loaned. Any contribution by 
the recipient countries to offsetting a prospective submarine threat 
would onhance the total defense capability of tho free world. To the 
extent that recipient countries develop an antisubmarine capability, 
U.S. naval forces will be freed from certain antisubmarine tasks. 

Readiness and maintenance . — Although the U.S. Navy reserve fleet 
is a source of potential naval strength, this potentiality would become 
actual naval strength if all. the ships could bo adequately manned 
operated, and maintained in an active status. Tho cost ol such 
operation by the United States is prohibitive in peacetime. Operation 
and maintenance of the vessels by allies can assist in keeping the 
eauipmont ready for uso and in good condition. 

Deployment.— Obviously, it is important to have naval forces 
properly positioned to counter an enemy threat. If the allies to whom 
the ships are to be loaned have tho vessols functioning at the outbreak 
of any ^hostilities, time will be saved in the positioning of ships in the 
geographical areas where they are to be used. 

Dispersion of our reserve fleet.— Tho U.S. Navy reserve fleet has 
been dispersed as widely as available berthing space and reasonable 
access to repair and overhaul facilities for periodic rehabilitation 
would permit. The loan of the ships that are the subject of this bill 
would tend to reduce undesirable concentration of reserve vessels. 

Extension of U.S. influence .— The recipients of other loans of U.S. 
ships have adopted U.S. Navy doctrines and standards of operation 
and maintenance. This result has come about under the personnel 
training program carried out before and after transfer of the ships. 
During such training, naval personnel of foreign nations have the 
opportunity to observe U.S. Navy organizations in action and to 
observe America and Americans during their periods of leave and 
liberty. Tho officers and men who roceive this training will provide 
the leadership for their navies in the years to come. 


RECIPIENT NATIONS 

Requests received . — Since World War II, the United States has 
received many requests for ships from foreign countries, these 
requests have boon evaluated in terms of the needs of the requesting 
countries, mobilization requirements of tho United States, world- 
wide demands on our resources, and tho availability of mutual defense 
assistance funds. 
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Ships proposed for loan under this bill will satisfy some of the more 
urgent requests that have been considered. The ships that are pro- 
posed for transfer under the bill are part of our mobilization base but 
they will be in possession of allies and not lost to the United States. 

Ability of countries to use .- — The ability of the countries concerned 
to operate these vessels properly has been checked by the country 
teams composed of the U.S. Ambassador, the chief of the military 
assistance advisory group, and the U.S. operations mission in each 
country involved. 

AGREEMENTS WITH FOREIGN COUNTRIES 

Formal agreement 

It is proposed that, upon enactment of the bill into law, a formal 
agreement will be concluded by the State Department with the re- 
cipient foreign government. It will bo for a term of 5 years and if 
requested by the recipient government, the loan may be extended for 
an additional 5 years at the discretion of the President. The agree- 
ment will stipulate that the ships be used in accordance with the condi- 
tions of the mutual defense assistance agreement. The recipient 
government will have use of all equipment and spare parts on board the 
ships at the time of the dolivery, but title remains in the United States 
even though the ships may be placed under the recipient government’s 
7 "f S ^ SS1 ^ n ships will not be relinquished without consent 

of the United States, and no claims arising as a result of transfer and 
operation of the ships may be assessed against the United States. 

Right to repossess 

The United States may repossess these ships at any time if necessi- 
tated by its own emergency defense requirements. At the expiration 
oi the loan, the ships will be returned in the same condition as when 
loaned except for fair wear and tear, but if a ship is damaged or lost 
through enemy action, the recipient country is exempt from liability 
for such damage or loss. 


Approved For 


FRIENDLY FOREIGN NATIONS 

Ultimate responsibility for determination of a “friendly foreign 
nation is vested in the President by the Foreign Assistance Act of 
1961, section 503, which states inter alia: 


The President is authorized to furnish military assistance 
oft su ch terms and conditions as he may determine, to any 
friendly country or international organization, the assisting 
of which the President finds will strengthen the security of 
the United Stages and promote world peace and which is 
otherwise eligible to receive such assistance, * * *. 


Relea^i 


Similar authority is contained in section 507 regarding military 
sales. In this case, the “sale” is for goods and services; i,e., equip- 
ment and repairs yse d in activating and overhauling the ship. 

The definition is retailed further within the act of 1961 in section 
506 whore certain conditions of eligibility are prescribed. These 
conditions are applied continuously to all countries eligible for both 
grant aid and sales by the Departments of State and Defense to insure 
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The Foreign Assistance Act of 1961, as Amended, 

Part II, Chapter 2 

MILITARY ASSISTANCE 

Section 506. Condition of Eligibility, — (a) In addition 
to such other provisions as the President may require, no 
defense articles shall be furnished to any country on a grant 
basis unless it shall have agreed that — 

(1) it will not, without the consent of the President — • 

(A) permit any use of such articles by anyone not 
an officer, employee, or agent of that country, 

(B) transfer, or permit any officer, employee, or 
agent of that country to transfer such articles by 
gift, sale, or otherwise, or 

(O) use or permit the use of such articles for 
purposes other than those for which furnished; 

(2) it will maintain the security of such articles, and 
will provide substantially the same degree of security 
protection afforded to such articles by the United 
States Government; 

(3) it will, as tho President may require, permit con- 
tinuous observation and review by, and furnish necessary 
information to, representatives of the United States 
Government with regard to the use of such articles; and 

(4) unless the President consents to other disposition, 
it will return to tho United States Government for such 
use or disposition as the President considers in the best 
interests of the United States, such articles which are no 
longer needed for the purposes for which furnished. 

* • * * * 

FISCAL DATA 

Although it is not possible to determine at this time the costs 
involved in this bill, it can bo said that should the United States be 
required to pay all of the costs, the bill will involve between $17 and 
$26 million, 

DEPARTMENTAL DATA 

This bill is a part of the Department of Dofense legislative program 
for the 89th Congress, Tho Bureau of the Budget has no objection 
to this legislation. Below 7 is set out a letter dated April 27, 1965, 
from Secretary of the Navy Paul H. Nitze which is made a part of 
this report : 

Department of the Navy, 

Office of the Secretary, 
Washington, D.C., April 27, 1966. 

Hon. John W. McCormack, 

Speaker of the House of Representatives, 

Washington , D.G. 

My Dear Mr. Speaker: There is forwarded herewith a draft of 
proposed legislation to authorize the loan of naval vessels to friendly 
foreign countries. 
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lids proposal is a part of the Department of Defense legislative 

*m?i g !T U (n ' th ° ? 9t l GoQ g rGas > and it is related to the mutuafdefense 

from d thf °S Tbe ?4 reau of the Budget advises that, 

from the standpoint of the administration’s program, there is no 

t0 the P ],esontatlon of this proposal for the consideration of 
tho Congress lie Department of the Navy has been designated as 
the representative of the Department of Defense for this legislation 
It is recommended that this proposal bo enacted by the Congress. 


PUEPOSE OF THE LEGISLATION 

JJi 0 P ro P ose d legislation would authorize the loan of six vessels of 
*5® 4 estroyor and destroyer escort categories of tho reserve fleot to 
cm tain fuendly foreign countries. 

The following factors were considered before the new loans were 
pioposed: hirst, it was determined that the transfer of ships for the 

the C TT V nh ° f thlS i^ latio ? would not adversely affect 
the U.S. Navy s military capability and is in keeping with the U S 

national policy for the countries under consideration. The loans wore 

then examined m relation to the naval tasks which the nations will 

IgLJg* mg Und T thGU ' b i lateral and ^Itilateral agreements 
Finally, an appraisal was made of the countries’ demonstrated wili 
to provide for their own defense and available manpower in coniune- 

econom^es tb fhp3«rt lty L t0 °? erate th( r sdi P s > and the countries’ 
economies, 1 hese factors have been weighed in the field by the U 8 

Ambassador and tie chief of military assistance advise^ group in 

chief TT by the ™ mmand f 4 ef ’ Pacific > and commander £ 
2 Pr,S i' i Pu ( T pe r n ^mmand, for the countries in their respective 
H f, nd by h ? Departments of Defense and State. At each of the 

loans to These “ 18 *° ° Ur adrante S<> to *»**• the 

The United States would derive significant advantages from these 
loans, foremost ofwhieh will be the increased capability of free world 
navies to combat the threat posed by the Sino-Soviet submarine forces. 
This increased capability will result from effectively trained and 

the legislation proposed herein should be enacted. 

COST AND BUDGET DATA 

. ^ * s estimated that the cost of activation and mobilization of the 

SlNSon ** draft bill wiU total appTSmately 
;i„; ■ * 1 hese cost® Will be charged to funds programed for the 

recipient government as grant military assistance under provisions of 
the "Foreign Assistance Act of 1961, as amended, or Z3S- 

tho rocipient 

Sincerely youts, 

Paul H. Nitze, 

Secretary of the Navy. 


otu/ y uj 
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A BILL To authorize the loan of naval vessels to friendly foreign 

countries 


Be it enacted by the Senate and House of Representatives of 
the United States of America in Congress assembled, That not- 
withstanding section 7307 of title 10, United States Code, 
or any other law, the President may lend to friendly foreign 
nations, on such terms and conditions as he deems appro- 
priate, ships from the reserve fleet as follows: 

(1) China, one destroyer and two destroyer escorts, (2) 
Turkey, two destroyers, and (3) the Philippines, one de- 


stroyer escort. . „ ... 

Sec. 2. All expenses involved in the activation, rehabilita- 
tion, and outfitting (including repairs, alterations, and logistic 
support) of vessels transferred under this Act, shall be 
charged to funds programed for the recipient government as 
grant military assistance, or as reimbursable, under the 
pro visions of the Foreign Assistance Act of 1961, as amended, 
or successor legislation. . 

Sec. 3. Loans executed under this Act shall be for periods 
not exceeding five years, but the President may in his dis- 
cretion extend such loans for an additional period of not 
more than five years. All loans shall bo made on the condi- 
tion that they may bo terminated at an earlier date if 
necessitated by the defense requirements of the United 


Sec. 4. No loan may be made under this Act unless the 
Secretary of Defense, after consultation with the Joint 
Chiefs of Staff, determines that such loan is in the best 
interest of the United States. The Secretary of Defense 
shall koep the Congress currently advised of all extensions 
or loans made under authority of this Act. 

Sec. 5. The President may promulgate such rules and 
regulations as he deems necessary to carry out the provisions 

of this Act. iii 

Sec. 6. The authority of the President to lend naval 

vessols under this Act terminates on December 31, 1967. 
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CHANGES IN EXISTING LAW 

• In “ m P, li *“ d f>se 3 of rule XIII of the Rules of the House of Representatives, there is herewith nriuterf 

in parallel columns the text of provisions of existing law which would be renesled or Amend.. I hr — 

OI tne Dili as reported: * “““ 


EXISTING LAW 

(10 U.S.C. ch. 633, Naval Vessels) 
***** 

Sec. 7307. Restriction on disposal, (a) Notwith- 
standing any other provision of law, no battleship, air- 
craft carrier, cruiser, destroyer, or submarine of the Navy 
may be sold, transferred, or otherwise disposed of, unless 
the Chief of Naval Operations certifies that it is not essen- 
tial to the defense of the United States. 

(b) Without authority from Congress granted after 
March 10, 1951, no battleship, aircraft carrier, cruiser, 
destroyer, or submarine that has not been stricken from 
the Naval Vessel Register under section 7304 of this title, 
nor any interest of the United States in such a vessel, may 
be sold, transferred, or otherwise disposed of under any 

***** 


THE BILL AS REPORTED 


That notwithstanding section 7307 of title 10, United 
States Code,, or any other law, the President may lend to 
friendly foreign nations, on such terms and conditions as 
he deems appropriate, ships from the reserve fleet as 
follows: . 

(1) China, one destroyer and two destroyer escorts 
(2) Turkey, two destroyers, and (3) the Philippines, one 
destroyer escort. 

Sec. 2. All expenses involved in the activation, rehabili- 
tation, and outfitting (including repairs, alterations, and 
logistic support) of vessels transferred under this Act, shall 
be charged to funds programed for the recipient govern- 
ment as grant .military assistance, or as reimbursable, 
under the provisions of the Foreign Assistance Act of 1961 
as amended, or successor legislation. 
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Sec. 3. Loans executed under this Act shall be for 
periods not exceeding five years, but the President may 
in his discretion extend such loans for an additional period 
of not more than live years. All loans shall be made on 
the condition that they may be terminated at an earlier 
date if necessitated by the defense requirements of the 
United States. 

Sec. 4. Xo loan may be made under this Act unless the 
Secretary of Defense, after consultation with the Joint 
Chiefs of Staff, determines that such loan is in the best 
interest of the United States. The Secretary of Defense 
shall keep the Congress currently advised of all extensions 
or loans made under authority of this Act. 

Sec. o. The President may promulgate such rules and 
regulations as he deems necessary to carry out the pro- 
visions of this Act. 

Sec. 6. The authority of the President to lend naval 
vessels under this Act terminates on December 31, 1967. 


o 


Approved For Release 2003/10/15 : CIA-RDP67B00446R000500260001-8 


NAVAL VESSELS TO TURKEY, CHINA, AND THE PHILIPPINES 11 



Approved For Release 2003/10/15 : CIA-RDP67B00446R000500260001 -8 

89tii Congress { HOUSE OE REPRESENTATIVES j Report 

1st Session J j ]\j 0 023 


AUTHORIZING THE LOAN OF NAVAL VESSELS TO ITALY 

AND SPAIN 


July. 15, 1965 —Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mr. Rivers of South Carolina, from the Committee on Armed 
Services, submitted the following 

REPORT 

[To accompany II. R. 7812] 

'*5® Committee on Armed Services, to whom was referred the bill 
(H.R. 7812) to authorize the loan of naval vessels to friendly foreign 
countries, and for other purposes, having considered the same, report 
favorably thereon without amendment and recommend that the bill 
do pass. 

PURPOSE OF THE LEGISLATION 

Plie proposed legislation would authorize the loan of two submarines 
to Italy and a helicopter carrier to Spain. 


SUMMARY 

The President desires authority to loan three ships as follows: 

Italy., 2 submarines. 

opain i helicopter carrier. 

The submarines to be loaned are of the Balao class (1,500 tons) 
I he helicopter is of the Cabot class (11,000 tons). 

COST 

The cost of this bill will bo approximately 820.5 million. This cost 
will be borne entirely by the recipient countries. 


GOLD INFLOW 

This bill will result in a favorable flow of gold to the United States 
m the amount of $20.5 million. 
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REQUESTS BY ITALY AND SPAIN 

The Italian. Government lias requested the loan of two submarines 
to be used by the Italian Navy to replace existing obsolete and 
shallow-diving vessels. The resultant improved submarine services 
will markedly improve the proficiency of the Italian ASW forces which 
are a significant part of the free world naval strength. If the loan 
of these two submarines is approved, limited activation will be 
accomplished prior to transfer to Ttaly where these submarines will 
receive extensive overhaul and modernization. 

The Spanish Government requested the loan of a Cabot class 
helicopter earner. If this legislation is approved, the Spanish 
Government will pay the cost of activation, overhaul, and moderniza- 
tion in the U.S. shipyards, and will buy U.S. helicopters. With this 
helicopter carrier the Spanish intend to build a significant ASW 
capability that would be helpful to the United States in combating 
the threat posed by Soviet bloc submarine forces. 

FACTORS CONSIDERED 

The following factors were considered before the new loans were 
proposed: First, it was determined that the transfer of ships for the 
specific intended uses of this legislation would not adversely affect 
the U.S. Navy’s military capability and is in keeping with the U.S. 
national policy for the countries under consideration . The loans were 
then examined in relation to the naval tasks which the nations will be 
performing under their bilateral and multilateral agreements. Finally , 
an appraisal was made of the countries’ demonstrated will to pi oxide 
for their own defense and available manpower in conjunction with 
their capability to operate the ships, and the countries’ economies. 
These factors have been 'weighed in the field by the U.S. Ambassador 
and tho chief of the military assistance advisory group m each country, 
by the commander in chief, U.S. European Command, and by the 
Departments of Defense and State. At each of the levels it was 
determined that it is to our advantage to initiate the loans to these 
countries. 

Advantages to the United States 

Tho United States would derive significant advantages from these 
loans as they axe the most economical and effective means by which 
the United States can assist these navies to meet their force improve- 
ment program. 
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BACKGROUND OF SHIP LOAN PROGRAM 

The law 

Prior to 1951, U.S. naval vessels were transferred to friendly foreign 
nations under the provisions of the Mutual Assistance Defense Act of 
1949, as amended. In 1951, the Congress passed Public Law 82-3 
(10 U.S.C. 7307). This law, as codified, is as follows: 

Restriction on disposal, (a) Notwithstanding any other 
provision of law, no battleship, aircraft carrier, cruiser, de- 
stroyer, or submarine of the Navy may be sold, transfened, 
or otherwise disposed of, unless the Chief of Naval Opera- 

Approved For Release 2003/10/15 : CIA-RDP67B00446R000500260001 -8 




tions certifies that it is not essential to the defense of the 

United States, , 

(]b) Without authority from Congress granted after Marcd 
10, 1951, no battleship, aircraft carrier, cruiser, destroyer, or 
submarine that has not boon stricken from the Naval vessel 
Register under soction 7304 of this title, nor any interest ol 
the United States in such a vessel, may be sold, transferred, 
or otherwise disposed of under any law, 

Since that time, 17 laws relating to ship transfers have been enacted 
by the Congress. Eleven of these provided authority for new loans 
and extensions of existing loans and the other six dealt with loan 
extensions only. 

Transfers to date 

Thoso laws have authorized the loan of 94 ships, the transfer of 9 
ships, and the sale of 4 ships. Of the 94 ships authorized for loan 72 
have actually been loaned; of the 4 ships authorized for sale, 1 has 
been sold; all of the 9 ships’ transfers have been effected. 

Expendiures and receipts to date 

To date, ship loan laws have involved an expenditure of $1 58,981 ,000 
in the activation, rehabilitation, and outfitting of vessels. 

On the other side of the ledger, the United States haft received 
$41,406,345 from the sale of a submarine to Venezuela .and from the 
activation, rehabilitation, and outfitting of vessels which had been 
paid for by the recipient countries; 

TYPICAL COSTS 

The cost of activation, overhaul, and rehabilitation of a submarine 
is in the order of $3.7 million, unless thero is a snorkel conversion and 
fairwater streamlining in which event the cost is $5 million These 
costs are typical and vary somewhat from ship to ship. The sub- 
marines for Italy will, according to current planning, have only 
austere rehabilitation and the cost, therefore, will be considerably loss 
than the typical cost set out above. . 

In the case of the helicopter carrier, the cost will be approximately 
$10 million. 
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Ships on loan to Italy and Spain as of June 1 , 1965 


Country 

Num- 

ber 

and 

type 

Ship 

Italy 

3-SS 

Barb, SB-220 


' 

Dace, SB- 247 

Lizard Fish, SS-373. .. 

Spain 

t-ss 

KrakeD, SS-370. 


5-DD 

Cann.DD-550.__ . 



D, W, Taylor, DD- 
551. 

Converse, DD-509 



Jarvis, B D-799 



McGowan, DD-678 . 

— 




1 Legislation authorized 5-year extension. 


Authority 

Delivery 

date 

Expiration 

duto 

Public Law 83-188, as 
amended by Public Law 

81 948, TIAS 3124, and ' 
Public Law 86-57, TIAS 

4418 extended Public Law 
88-437. 

Dec. 13,1954 

1 Dec. 13,1969 


Jan. 31,1955 

‘Jan, 31,1970 

Public Law 85-532, TIAS : 
4365 extended Public Law 
88-137. 

Jan. 9, 1960 

‘Jan. 9, 1970 

Public Law 85-532, TIAS ■ 
4262 extended Public LaW 
88-437. 

Dec. 24,1959 

' Doc. 24,1969 

Public Law 83 -188, as 
amended by Public Law ■ 
84-948, and Public Law 
87-387, TIAS 3789, 5006. 

do 

May 15,1957 

May 15,1907 

Public Law 85-532, TIAS 

4262 extended Public Law 
88-437. 

July 1, 1959 

‘July 1,1069 

Public Law 85-532,' TIAS : 
4582. 

Nov. 3,1960 

‘Nov. 3,1970 

do.. 

Dec. 4, 1960 ' 

1 Dec. 4, 1970 


Detailed cosh of proposed legislation (no cost to '.United States) 

[In, millions j 


Country 

Num- 

ber 

Type 

Activa- 
tion or 
.modifi- 
cation 

Spares : 

Material 

total 

Training 

Overall 

total 

Spain 

1 

LPH ‘ 

Cost of 8H-3A helicopters. . . 

$9.5 


$10 



Italy ... 

2 

$0 4 5 ; 


$10 

SS. 

.55 


.55 


.65 

. A Ut(tl, , «. „ 


: 1 





20. 55 


VARIATION IN SHIP LOAN REACTIVATION COSTS 

Condition of hull : 

The condition of the hull and machinery varies between ships due 
to age, time in active service, deterioration in mothballs, etc. Only 
alter each ship selected for loan/sale has been inspected by technical 
personnel can accurate extimates be given for activation and overhaul 
costs of the hull and machinery. : 

Obsolete equipment replacement j 

Ihe length of time since the ship was active and the type of equip- 
ment installed, such as radars, radios, fire control equipment, etc., will 
influence the amount of equipment that must be replaced. Certain 
obsolete equipment must be replaced to insure that spare parts are 
available and thus the ship is logistically supportable after activation. 
Modernization 

If the recipient country desires a snorkle and fairwater streamlining 
tor a submarine, or more powerful sonar, etc., the total cost will vary 
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greatly. Additionally, recipient countries may desire various altera- 
tions to improve the effectiveness of a vessol. 

Extent of overhaul 

There may also be differences in the amount of overhaul work 
accomplished in U.S. shipyards. The capability of recipient countries 
to perform limited overhaul work in their own shipyards would lessen 
the amount done in the United States thus decreasing the estimated 
costs. 

Spare parts 

The depth and range of spare parts to support the ship in the 
future will also cause the costs to vary. 

Consumable stores 

The amount of consumable stores will also change the total cost 
to the recipient government. 

RESERVE FLEET 

Of the types of ships contemplated for loan in this bill, we now have 
in the reserve fleet nine submarines and three carriers of the Cabot 
class. 

U.S. WORLDWIDE COMMITMENTS 

The U.S. worldwide defense commitments have required large allo- 
cations of our resources of manpower, equipment, and money. . It is 
our goal to obtain a larger and more equitablo allied participation in 
and contribution to free world defense, with a corresponding decrease 
in inequitably high American costs. The proposed ship transfers 
support that goal, 

Ships now contributing only potential readiness in our reserve fleet 
can be converted to actual operational naval strength in the hands of 
our allies. These reserve fleet ships have a U.S. mobilization role; 
however, from a strictly military evaluation they are a better asset 
when overhauled and modernized to an appropriate degree, strategi- 
cally dispersed throughout the world, and operational m the hands of 
our allies. ' * 

Validation of need 

For each proposed loan or sale, the military requirement for ships 
has been thoroughly validated bv the country team, the unified com- 
mander, and the Joint Chiefs of Staff. 
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Ability to operate ships 

It has been determined that tjhe recipient country has both the 
manpower and technical ability to operate the ships efficiently and 
effectively. The committee is advised that a I concurrent request 
through diplomatic channels for the loan or sale lias assured that there 
is also political support for the proposed transfer. I After approval by 
the country team, the unified commander has reviewed the proposed 
ship loan or sale to insure that it is in accordance with theater plans. 
Subsequently, the other military; departments, ihe Departments of 
Defenso and State, and the Bureau of the Budget, by their approval, 
have given assurance that the proposal fully supports U.S. policy ami 
objectives. i 

Economical and effective 

This bill, containing the proposed loan of two submarines and one 
helicoptor carrier to Italy and Spain, at no cost to the United States, 
provides the most economical and effective means by which the United 
States can assist these navies to improve their forces. 


MUTUAL ADVANTAGES 


Readiness and maintenance. — Although the U.S. Navy reserve fleet 
is a source of potential naval strength, this potentiality would become 
actual naval strength if all the ships could be adequately manned, oper- 
ated, and maintained in an active status. The cost of such operation by 
the United States is prohibitive in peacetime. Operation and main- 
tenance of the vessels by allies can assist in keeping the equipment 
ready for use and in good condition. ! 

Deployment . — Obviously, it is important to have naval forces prop- 
erly positioned to counter an enemy threat. If the allies to whom 
the ships are to be loaned have the vessels functioning at the out- 
break of any hostilities, time will be saved in the positioning of ships 
in the geographical areas where they are to be used. 

Dispersion of our reserve, fleet. — The U.S. Navy reserve fleet has been 
dispersed as widely as available berthing space and reasonable access 
to repair and overhaul facilities foir periodic rehabilitation would per- 
mit. The loan of the ships that are the subject of this bill would tend 
to reduce undesirable concentratioh of reserve vessels. 

' i 
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RECIPIENT NATIONS 

Jeqimts received. Since World War II, the, United States has 
“ 01v f many requests for ships from foreign countries These 
lequests have been evaluated m terms of the needs of the roquestino’ 
countries, mobilization requirements of the United States workf 

"n^toZ ° Ur re80U1 ‘ CeS} thG availabilit ^ mutual dlfense 

Ships proposed .for loan under this bill will satisfy some of the more 
iiigent requests that have been considered. The ships that are pro- 

tC d w f nfbeT feP UtU * r tho , b m are part of our mobilization base but 
/ b ? Possession of allies and not lost to the United States 

to oneiate°4he^v eS ^ use ^ l ] he abil \ty of the countries concerned 
to operate these vessels properly has beon checked bv the country 

teams composed of the U.S. Ambassador, the chief of the military 
countryTnvol^ 0ry g " Up ’ U ' S ' <•«"-*»» --ion in oS 

AGREEMENTS WITH FOREIGN COUNTRIES 
Formal agreement 

It is proposed that, upon enactment of the bill into law a formal 
a^ 1 cement will be concluded by the State Department with the re- 
pient 'foreign government. It will be for a term of 5 years and if 

by i ^ ie reci P ient government, the loan may bo extended for 
an additional o years at the discretion of the President. The a°'ree- 

tirms of fi tlpnIat f tl { at fct l e sIli P s b P used in accordance with the condi- 

^immem wikh 1 n ass: f sta P ce agreement. The recipient 

SCKhft v a and spar0 parts on board the 

snips at the time of the delivery but title remains in the United States 

5™ J p‘ ,g ’ h sb JPs may be placed under the recipient government’s 

of the UnTtedSmtl tb ° S J UPS T- not bo . roliri quished without consent 
H &t r ' ’ T claims arising as a result of transfer and 
peiatjon of the ships may be assessed against the United States. 

Right to repossess 

•f T i l uF n o ed States ma ^ ^Possess those ships at any time if noces- 

of tht d loL S XJ n r nerg ur? 7 def ? nse requirements. At the expiration 
i w sh , ip - s wdl pe returned in the same condition as when 
loaned, except for fair wear and tear, but if a ship is damaged or lost 

f« su?!i dZ^Tloss r6Cipient is from liability 
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I BIEND LY FOREIGN NATIONS ; 

Ultimate responsibility for determination of a ‘‘friendly foreign 
nation” is vested in sbe President! by the Foreign Assistance Act of 
1961, section 503, which states inter alia: 

The President is authorized to furnish military assistance 
on such terras and conditions; as he may determine, to any 
friendly country or international organization, the assisting 
of which the President finds will strengthen the security of 
the United States and promote world peace and which is 
otherwise eligible to receive such assistance, 

Similar authority is contained in section 507 regarding military 
sales In this case, the “sale” is for goods and services; i.e., equip- 
ment and repairs used in activating and overhauhpg the ship 

The definition is detailed further within the act of 1001 in section 
506 where certain conditions of: eligibility are pi escribed. J , 
conditions are applied continuously to all countries eligible foi both 
grant aid and sales by the Departments of State and Defense to insure 
that recipients are "friendly” and that such m 

keeping with military and political objectives of the United States. 

The Foreign Assistance! Act of 1961, as Amended 

MILITARY | ASSISTANCE 

Section 506. Condition oj? Eligibility —(a) In addition 
to such other provisions as the President may require, no 
defense articles shall be furnished to any country on a grant 

basis unless it shall have agrded that j _ 

(1) it will not, without the consent ofjthc 1 resident 

(A) permit any uie of such articles by anyone not 
an officer, employee' or agent of that country, 

(B) transfer, or permit any officer, employee, or 
agent of that country to transfer such articles by 

gSt, sale, or otherwise or ; f 

(C) use or permit the use of such aiticles for 
purposes other than those for which furnished: 

(2) it will maintain the security of such articles, and 
will provide substantially the same decree of security 
protection afforded to such articles by the United 
States Government; j 
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(3) it will, as the President may require, permit con- 
tinuous observation and review by, and furnish necessary 
information to, representatives of the United States 
Government with regard to tho uso of such articles; and 

(4) unless the President consents to other disposition, 
it will return to the United States Government for such 
use or disposition as the President considers in tho best 
interests of the United States, such articles which are no 
longer needed for the purposes for which furnished. 

* * % si* * * * 

FISCAL DATA 

This bill will not involve the expenditure of any Federal funds 
for the activation overhaul and modification of these ships. 

It is estimated that the cost of activation and mobilization of the 
vessels which are covered by the draft bill will total approximately 
' $20.5 million. These costs will be charged to funds provided by the 

recipient government under the reimbursable provisions or the 
Foreign Assistance Act of 1961, as amended, or successor legislation. 

DEPARTMENTAL DATA 

The bill is a part of the Department of Defense legislative program 
for the 89th Congress. The Bureau of tho Budget has no objection 
to this legislation. Below is set out a letter dated April 27, 1965, 
from Secretary of the Navy Paul II. Nitze which is made a part of 
this report. 1 

Department of the Navy, 

Office of the Secretary, 
Washington, D.C., April 27, 1955. 

Hon. John W. McCormack, 

Speaker of the House of Representatives, 

Washington, D.C. 

My Dear Mr, Speaker: There is forwarded herewith a draft of 
proposed legislation to authorize the loan of naval vessels to friendly 
foreign countries, and for other purposes. 

This proposal is a part of the Department of Defense, legislative 
program for the 89th Congress and it is related to the mutual defense 
and development program. The Bureau of the Budget advises that 
i from the standpoint of the administration’s program there is no 

objection to the presentation of this proposal for the consideration of 
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the Congress. The Department; of the Navy lias been designated as 
the representative of the Department of Defense for this legislation. 
It is recommended that this proposal be enacted by the Congress. 

PURPOSE OP TIIjE LEGISLATION 

The proposed legislation would authorize the loan of two sub- 
marines to Italy and a helicopter carrier to Spain. 

The Italian Government has requested the loan of two submarines 
to be used by the Italian Navy to replace existing obsolete and shallow- 
diving vessels. The resultant improved submarine services will 
markedly improve the proficiency of the Italian ASW forces which 
are a significant part of the free world naval strength. If the loan 
of these two submarines is approved, limited activation will be 
accomplished prior to transfer to Italy where these submarines will 
receive extensive overhaul and modernization. 

The Spanish Government requested the loan of a Cabot class 
helicopter carrier. If the loan of this carrier is approved by Congress, 
the Spanish Government will pay the cost of activation, overhaul, 
and modernization in the U.S. shipyards, and will; buy U.S. helicopters. 
With this helicopter carrier the Spanish intend to build a significant 
ASW capability that would be helpful to the United States in com- 
bating the threat posed by Soviet bloc submarine forces. 

The following factors were considered before the new loans were 
proposed: First, it was determined that the transfer of ships for the 
specific intended uses of this legislation would not adversely affect 
the U.S. Navy’s military capability and is in keeping with the U.S. 
national policy for the countries under consideration. The loans 
were then examinee in relation to the naval tasks which the nations 
will be performing under their bilateral and multilateral agreements. 
Finally, an appraisal was made of the countries 7 demonstrated will to 
provide for their own defense and available manpower in conjunction 
with their capability to operate thio ships, and the countries 7 economies. 
These factors have been weighed: in the field by the U.S. Ambassador 
and the chief of the military assistance advisory group in each coun- 
try, by the commander in chief, U.S. European Command, and by the 
Departments of Defense and State, At each of the levels it was 
determined that it is to our advantage to initiate the loans to these 
countries. 

The United States would derive significant advantages from these 
loans as they are the most economical and effective means by which 
the United States can assist these navies to meet their force improve- 
ment program. 

In view of the advantages, the political desirability of these loans, 
and the military requirement for these forces, it is considered that the 
legislation proposed heroin should be enacted. 
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COST AND BUDGET DATA 


It is estimated that the cost of activation and mobilization of the 
vessels which are covered by the draft bill will total approximately 
$20.5 million. These costs will be charged to funds provided by the 
recipient government under the reimbursable provisions of the Foreign 
Assistance Act of 1961, as amended, or successor legislation. 

Sinceroly yours, 

Paul H. Nitze, 
Secretary of the Navy. 


A BILL To authorize the loan of naval vessels to friendly foreign 
countries, and for other purposes 

Be it enacted by the Senate and House of Representatives of 
of the United States of America ■ in Congress assembled, That 
notwithstanding section 7307 of title 10, United States Code, 
or any other law, the President may lend to friendly foreign 
nations, on such torms and conditions as he deems appropri- 
ate, ships from the reserve fleet as follows: 

(1) Italy, two submarines, and (2) Spain, one helicopter 
carrier. 

Sec. 2. All expenses involved in the activation, rehabilita- 
tion, and outfitting (including repairs, alterations, and 
logistic support) of vessels transferred under this Act shall 
be charged to funds provided by the recipient government 
under the reimbursable provisions of the Foreign Assistance 
Act of 1961, as amendoa, or successor legislation, 

Sep. 3. All loans executed under this Act shall be for peri- 
ods not exceeding five years, but the President may in his dis- 
cretion extend such loans for an additional period of not 
more than five years. They shall be made on the condition 
that they may bo terminated at an earlier date if necessitated 
by the defense requirements of the United States, 

Sec. 4. No loan may be made under this Act unless the 
Secretary of Defense, after consultation with the Joint Chiefs 
of Staff, determines, that such loan is in the best interest of 
the. Unitod States. The Secretary of Defense shall keep the 
Congress currently advised of all loans made under author- 
ity of this Act. 

Sec. 5. The President may promulgate such rules and reg- 
ulations as he dooms necessary to carry out the provisions of 
this Act. - 

Sec. 6. The authority of the President to lend naval ves- 
sels under this Act terminates on December 31, 1967. 
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to 


CHANGES IN EXISTING LAW 

In compliance with clause 3 of rule XIII of the. Rules of the House of Representatives, there is herewith printed 
in parallel columns the text of provisions of existing law which would be repealed or amended by the vaiiuus provisions 
of the bill as reported : 

EXISTING LAW THE BILL AS REPORTED 

— (10 U.S.C. ch. 633, Kaval Vessels) 1JLR. 7S12 

* * * * * - - _ 

Sec. 7307. Restriction on disposal, (a) Notwith- That, notwithstanding section 7307 of title 10, United 
standing anv other provision of law', no battleship, air- States Code, or any other law, the President may lend to 
craft carrier" cruiser, destroyer, or submarine of the Navy friendly foreign nations, on such terms and conditions as 
may be sold, transferred, or otherwise disposed of, unless he deems appropriate, ships from the reserve fleet as 
the Chief of Naval Operations certifies that it is not essen- follows: 

rial to the defense of the United States. .. . (1) Italy, two submarines, and (2) Spain, one helicopter 

(b) Without authority from Congress granted after carrier. 

March 10, 1951, no battleship, aircraft carrier, cruiser, Sec. 2. All expenses involved in the activation, reha- 
destroyer, or submarine that has not been stricken from bilitation, and outfitting (including repairs, alterations, 
the Naval Vessel Register under section 7304 of this title, and logistic support) of vessels transferred under this Act 
nor ony interest of the United States in such a vessel, may shall be charged to funds provided by the recipient 
be sold, transferred, or otherwise disposed of under any government under the reimbursable provisions of the 
law. " Foreign Assistance Act of 1961, as amended, or successor 

***** legislation. 


» 
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Sec. 3. All loans executed under this Act shall be for 
periods not exceeding five years, but the President may in 
his discretion extend such loans for an additional period of 
not more than five years. They shall be made on the 
condition that they may be terminated at an earlier date 
if necessitated by the defense requirements of the United 
States. 

Sec. 4. No loan may be made under this Act unless the 
Secretary of Defense, after consultation with the Joint 
Chiefs of Staff, determines that such loan is in the best 
interest of the United States. The Secretary of Defense 
shall keep the Congress currently advised of all loans 
made under authority of this Act. 

Sec. 5. The President may promulgate such rules and 
regulations as he deems necessary to carry out the pro- 
visions of this Act. 

Sec. 6. The authority of the President to lend naval 
vessels under this Act terminates on December 31, 1967. 


O 
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89th Congress ) HOUSE OP REPRESENTATIVES f Report 
1st Session j (No. 622 


AUTHORIZING THE SALE OR LOAN OF NAVAL VESSELS 
TO FRIENDLY LATIN AMERICAN COUNTRIES 


July 15, 1965.- -Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mr. Rivers of South Carolina, from the Committee on Armed 
Services, submitted the following 

REPORT 


[To accompany II. R. 7811] 

The Committee on Armed Services, to whom was referred the bill 
(II. R. 7811) to authorize the sale or loan of naval vessels to friendly 
Latin American countries, and for other purposes, having considered 
the same, report favorably thereon without amendment and recom- 
mend that the bjill do pass. 

PURPOSE- OF TUE LEGISLATION, ., ; ’ 

The proposed legislation would authorize tho sale or loan of 12 
vessels of the destroyer anil submarine categories of the reserve 
fleet to certain friendly Latin American countries. This authority 
is requested to enable the Latin American navies to continue replace- 
ment of obsolete ships and standardization on general purpose units 
suitable and effective for peacetime surveillance of coastal waters, 
support of counterinsurgency operations in coastal areas, and wartime 
patrol of convoy routes along their coasts. 

• • * TRAINING EXERCISE • 

• ‘ 1 ' : 1 : : • ■ • ’ • t . _ ■ ‘ 

The annual United States-South American ASW. training exercises 
(UNIT AS VI is scheduled for fall 1965) have demonstrated the value 
of standardizing equipment and training to improve the collective 
strength of United Sfcatos-Soutb American naval forces. 

50-006 
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SUMMARY 

The President desires authority to loan or sell 12 ships to the follow- 
ing South American countries : 

Argentina i : 3 destroyers. 

Brazil I 4 destroyers. 

Chile L : 2 destroyers. 

Peru | 2 destroyers. 

Venezuela L L 1 submarine . 

The destroyers to be loaned or sold are of the Fletcher class (2,100 
tons). The submarine is of the Balao class (1,500 tons). 

COST 

The cost of this bill will be between $38 and $80 million depending 
upon the extent of overhaul and modification performed, and whether 
title to the ships is purchased by the recipient countries. This cost 
will be borne entirely by the recipient countries; 

GOLD INFLOW 

This bill will result in a minimum of $38 million or maximum of $80 
million favorable flow of gold depending upon the considerations set 
out immediately above. 

BACKGROUND OF| SHIP LOAN PROGRAM 

The law 

Prior to 1951, U.3. naval vessels were transferred to friendly foreign 
nations under the provisions of the Mutual Assistance Defense Act of 
1949, as amended. In 1951, the Congress passed Public Law 82-3 
(10 U.S.C. 7307). This law, as codified, is as follows; 

Restriction on disposal, (a) Notwithstanding any other 
provision of law, no battleship, aircraft carrier, cruiser, de- 
stroyer, or submarine of the Navy may be sold, transferred, 
or otherwise disposed of, unless the Chief of Naval Opera- 
tions certifies that it is not essential to the defense of the 
United States. ! 

(b) Without authority from Congress granted after March 
10, 1951, no battleship, aircraft carrier, cruiser, destroyer, or 
submarine that has not been stricken from the Naval Vessel 
Register under section 7304 of this title, nor any interest of 
the United States in such a! vessel, may be sold, transferred, 
or otherwise disposed of under any law. 

Since that time, 17 laws relating to ship transfers have been enacted 
by the Congress. Eleven of these provided authority for new loans 
and extensions of existing loans and the other six dealt with loan 
extensions only. 

Transfers to date \ 

These laws have authorized the loan of 94 ships, the transfer of 9 
ships, and the sale of 4 ships. Of the 94 ships authorized for loan 72 
have actually been loaned; of the 4 ships authorized for sale, 1 has 
been sold; all of the 9 ships’ transfers have been effected. 
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Expenditures and receipts to date . ; v. 

To date, ship loan laws have involved an expenditure of $158,981,000 
in the activation, rehabilitation, and outfitting of vessels. 

On the other side of the ledger, the United States has rocoived 
$41,406,345 from the sale of a submarine to Venezuela and from the 
activation, rehabilitation, and outfitting of vessels which have been 
paid for by the recipient countries. 

TYPICAL COSTS 

The cost of activation, overhaul, and rehabilitation of a destroyer 
varies betweon $3.3 and $5.7 million. The higher figure would be 
applicable to a ship which was also modernized. 

Similar costs for a submarine are $3.7 million unless there is a 
snorkel conversion and fair water streamlining in which event the 
cost is $5 million. These costs are typical and vary somewhat from 
ship to ship. Some of the ships in this bill, however, may have only 
austere rehabilitation and in these cases, the cost per ship will be 
much less. 


Ships on loan to foreign countries contained in this bill as of June 1, 1965 


Country 


Num- 

ber 

and 

type 


Ship 


Authority 


Delivery 

date 


Expiration 

date 


Argentina — 


DraKiL . 


Chile- 


Pern 


2-SS 


!i-DD 


4r-SS 


4-DD 


2-SS 


2-DD 

2-DD 


Lamprey, 88-372. 


Macabi, 88-376 

neormann, DD-532. 


Dortch, DD-070 

Stcmbel, DD-644 

MuskalLuuge, 88-262. 


P addle, SS-263.... 
Sand lance, 88-381. 


Plaice, 88-390.. 
Guest, DD-472. 


Venozuola *. 


Bennett, DD-473.. 
Cushing, DD-797.. 


ilailey, DD-550.. 
Springer, SS-414. 

Spot, S 8-413 


Wadloigh, DD-889. 

Rooks, DD- 804 

Bonham, DD-706.. 


Ishorwood, DD-520. 


Public Law 86-532, TIA8 
4466 extended Public 
Law 88-437. 

do 

Public Law 86-532, TIAS 
4653. 

do 

Public Law 84-484, TIAS 
3731, 6116. 

do 

Public Law 86-532, TIAS 
4862. 

-do. 


July 21,1960 


Aug. 11,1960 
Aug. 7, 1961 

Aug. 14,1961 

do.— 

Jan. 18,1967 


.do. 


Public Law 86-532, TIAS 
4437 extended Public 
Law 88 -437. 

Public Law 86-532, TIAS 
4682, 

do 

Public Law 85-632, TIAS 
4589. 

Public Law 86-532, TIAS 
4838. 

.do : 


Sept. 7,1963 

do 

June 5, 1959 


Dec. 15,1959 
July 20,1901 


do 

Jan. 23,1901 


do - 

Public Law 86-532, TIAS 
4802 extended Fubllc 
Law 88-437. 

Public Law 85-532, TIAS 
4724. 


Jan. 12,1902 

July 20,1962 

do 

Deo. 16,1960 


Oct. 8, 1961 


1 July 21,1970 


Aug. 11,1970 
Aug. 7,1966 

Aug. 14,1966 
Do. 

Jan. 18,1967 
Do. 

Sept. 7,1968 
Do. 

i June 6, 1909 


‘Dec. 16,1969 
July 20,1906 
Do. 

Jan. 23,1900 

Jan. 12,1967 

July 26,1907 
Do. 

'Dec. 15,1970 
Oct. 8, 1906 


1 Legislation authorized 5-yoar extension. 

2 No U.S. ships on loan. 
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Detailed costs of proposed legislation (no cost to United Slates) 
[In millions} 


Country 

Num- 

ber 

Type 

Activation 
or modi- 
fication 

Spares 

Material 

total 

Training 

Overall 

total 

Argentina 

3 

DU 

$15.99 

121.32 

$1.08 

1.44 

$17. 07 
22.76 

$0.21 

.28 

$17. 28 
23. 04 

Brazil. .. . 

4 

DD 

Chile 

2 

DU 

' 10. CO 

.72 

i 11.38 

. 14 

11. 52 
11. 52 


2 

DD 

10. CO 

.72 

i 11. 38 

. 14 


1 

SS 

: 5.00 

.25 

! 5.25 

.07 

5,32 



Total 







08. 68 









VARIATION IN SHIP LOAN REACTIVATION COSTS 


The reactivation /o verb aul/mqderaization costs for the ships pro- 
posed for loan to Latin American countries in II. R. 7811 is estimated 
to vary from a minimum of $38 bullion to a maximum of $80 million. 
The reasons for the variance in cost estimates are many; the most 
pertinent being: 

Purchase of title | 

The option to purchase title given to the Latin American govern- 
ment in the proposed legislation with the prices, fixed at not less than 
$1 million per ship. The total icost estimates, j therefore, could vary 
as much as $12 million for H.R.j7811. 


Condition of hull \ 

The condition of the hull and machinery varies between ships due 
to age, time in active service, deterioration in inothballs, etc. Only 
after each ship selected for loan/sale has been inspected by technical 
personnel can accurate estimates be given for aqtivation and overhaul 
costs of the hull and machinery.! - | 

Obsolete equipment replacement \ . \ 

The length of time since the sfiip was active find tile type of equip- 
ment installed, such as radars, radios, fire control equipment, etc., will 
influence the amount of equipment that must be replaced. Certain 
obsolete equipment must be replaced to insure that spare parts are 
available and thus the ship is logistic ally supportable after activation. 

Modernization . ' ; 

If the recipient country desired more modern antiaircraft guns such 
as 3-inch 50 's, or a snorkle and fairwater streamlining for a submarine, 
or more powerful sonar, etc., the total cost will vary greatly. Addi- 
tionally, recipient countries may] desire various alterations to improve 
the effective ness of a vessel. j 


Extent of overhaul 

There may also be differences in the amount of overhaul work 
accomplished in U.S. shipyards. j The capability of recipient countries 
to perform limited overhaul work in their own shipyards would lessen 
the amount done in the United IStates thus decreasing the estimated 
costs. 


Spare parts 

The depth and range of spare parts purchased to support the ship 

Approved For Releas&20lQ3Hifm1 , 6 260001 -8 



Approved For Release 2®oW^mB»Wo«MfP“ 9 5 

Consumable stores 

The amount of consumable stores purchased will also change the 
total cost to the recipient governments. 

To avoid later embarrassment incident to increases in estimated 
costs, the figure of $68.68 million was chosen, which is an educated 
guess based on the maximum cost estimates for activation/overhaul/ 
modernization of the ships involved. The total of $68.68 million was 
was derived as follows: 

[In millions] 

11 destroyers: 

Activation/ovorhaul/modernization with 3-inch 50 guns, $5.33 each.. $58. 63 


Concurrent spare parts, $0.36 each 3. 96 

Training of ship crews, $0.07 each . 77 

Destroyers total 63. 36 


1 submarine: 

Activation/ovorhaul/modcrnization with snorkle and fairwatcr stream- 
lining 5.0 

Concurrent spare parts .25 

Training of ships crew . 07 


Submarine total 5. 32 


H.K.. 7811, grand total 68. 68 


Note, — Thoso figures do not iucludo tho cost of $1,000,000 per ship if title is purchased. 

RESERVE FLEET 

Of the typos of ships contemplated for loan or sale in this bill, we 
now havo m the reserve fleet 134 dostroyers and 9 submarines. 

U.S. WORLDWIDE COMMITMENTS 

The U.S. worldwide defense commitments have required large allo- 
cations of our resources of manpower, equipment, and money. It is 
our goal to obtain a larger and more equitable allied participation in 
and contribution to free-world defense, with a corresponding decrease 
in inequitably high American costs. The proposed ship transfers 
support that goal. 

Ships now contributing only potential readiness in our reserve fleet 
can be converted to actual operational naval strength in the hands of 
our allies. These reserve fleet ships have a U.S. mobilization role; 
however, from a strictly military evaluation they are a better asset 
when overhauled and modernized to an appropriate degroo, strategi- 
cally dispersed throughout the world, and operational in the hands of 
our allies. 

Validation of need 

For each proposed loan or sale, the military requirement for ships 
has been thoroughly validated by the country team, the unified 
commander, and the Joint Chiefs of Staff. 

Ability to operate ships 

It has been determined that the recipient country has both the 
manpower and technical ability to operate the ships efficiently and 
effectively. The committee is advised that a concurrent request 
through diplomatic channels for the loan or sale has assured that there 
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the country team, die unified commander has reviewed the proposed 
ship loan or sale to insure that it is in accordance with theater plans. 
Subsequently, the other military departments] the Departments of 
Defense and State, and the Bureau of the Budget, by their approval, 
have given assurance that the proposal fully supports U.S. policy and 
objectives. 

Economical and effective j i 

This bill, containing the proposed loan or sale of 11 destroyers and 
1 submarine to South American countries, at no cost to the United 
States,' provides the most economical and effective means by which 
the United States can assist these navies to improve their forces. 

Replacement off obsolete ships I , 

The vessels authorized by this bill would enable Latin American 
navies to continue replacement iof obsolete ships and standardize on 
general purpose units suitable and effective for peacetime surveillance 
of coastal waters, support of counterinsurgency operations in coastal 
areas, and wartime patrol of convoy foutos along their coasts. Since 
U.S. naval forces are insufficient to allow the U.S. Nay) 7 to assume the 
ASW role in these areas, the vessels provided under this bill will allow 
the Latin American navies to fill this important role. The annual 
United States-South American; ASW training exercises (UNITAS 
series) have demonstrated the value of standardizing equipment and 
training to improve the collective strength of: United States-South 
American naval forces. j 

Law off 1958 

Concomitant with the ship loans under the 1958 law (Public Law 
85-532), South American countries scrapped, laid up, or inactivated 
tonnage far beyond that received in loan. Testimony reeoived by the 
committee from the Secretary of the Navy indicates that additional 
obsolete ships would he scrapped should the Congress approve this 
bill. The loan or sale of these ships would thus result in a quantitative 
reduction in their navies while greatly increasing their efficiency. 
The alternative appears to be a growing obsolescence of their ships, a 
degrading of the Latin American naval role, and perhaps their turning 
to other countries for support, i 

Option to purchase j 

In this bill, the South American countries would have the option to 
purchase the ships. Undor that option, the ships involved would bo 
stricken from the Navy list, and sold for not less than $1 million each 
over and above the costs of activation, overhaul, or modification. 
Upon full payment by the recipient, such sales would be final and no 
recall of tho ships would apply, j 

MUTUAL: ADVANTAGES : 

1 Internal and external security: — The committee was informed that 

the ships proposed for loan under this bill will be used by the recipient 
countries to discharge naval responsibilities assumed by them in their 
areas. These ships will assist the recipient countries in maintaining 
their own internal security, in protecting their coasts and coastal lines 
of communication, and in protecting, sea lines of communication. 
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. Antisubmarine capability Tiio Department of Defenso regards as 
important the achievement of a strong antisubmarine capability in 
the areas where these ships would bo loaned. Any contribution by 
the recipient countries to offsetting a prospective submarine threat 
would enhance the total defense capability of the free world. To the 
extent that recipient countries develop an antisubmarine capabili ty 
U.b. naval forces will be freod from certain antisubmarine tasks 
. Readiness and maintenance.— Although the U.S. Navy Reserve fleet 
is a somce of potential naval strength, this potentiality would become 
actual naval strength if all the ships could bo adequately manned 
operated, and maintained in an active status. The cost of such 
operation by the United States is prohibitive in peacetime. Operation 
and maintenance of the vessels by allies can assist in koopino* the 
equipment ready for use and in good condition. 

Deployment— -Obviously, it is important to have naval forces 
properly positioned to counter an onemy threat. If the allies to whom 
the ships are to be loaned have the vessels functioning at the outbreak 
or any hostilities, time will be saved in the positioning of ships in the 
geographical areas whore they are to be used. 

Dispersion of our reserve fleet. — The U.S. Navy roserve fleet has 
been dispersed as widely as available berthing space and reasonable 
access to repair and overhaul facilities for periodic rehabilitation 
would permit. The loan of the ships that are the subject of this bill 
would tend to reduce undesirable concentration of reserve vessels. 

Extension of U.S. influence. — The recipients of other loans of U.S. 
ships have adopted U.S. Navy doctrines and standards of operation 
and maintenance. .1 his result has come about under the personnel 
training program carried out before and after transfer of the ships. 
During such training, naval personnel of foreign nations have the 
opportunity to obsorvo U.S. Navy organizations in action and to 
observe Amonca and Americans during their periods of leave and 
liberty. I he officers and men who receive this traininp’ will provido 
the leadership for their navies in the years to come. 


RECIPIENT NATIONS 

Requests received.— Since World War II, the United States has 
received many requests for ships from foreign countries. Theso 
Kxjuosts h&\ c been cviilufitod in torms of the noods of the reonestin^ 
countries, mobilization requirements of the United States, world- 
wide demands on our resources, and the availability of mutual defense 
assistance funds. 

Ships pioposed for loan under this bill will satisfy some of the more 
urgent requests that have been considered. The ships that are pro- 
posed for transfer under the bill are part of our mobilization base but 
thoy wil! be m possession of allies and not lost to the United States. 

Ability of countries to wse.— -The ability of the countries concerned 
to operate these vessels properly has boon checkod by the country 
teams composed of the U.S. ambassador, the chief of the military 
assistance advisory group, and the U.S. operations mission in each 
country involved. They have demonstrated their ability in operating 
with U.S, naval forces in UNIT AS training exorcises over the last 
5 years. 
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AGREEMENTS WITH FOREIGN COUNTRIES 


Formal agreement 

It is proposed that, upon enactment of the bill; in to law, a formal 
agreement will be concluded by the State Department with the re- 
cipient foreign government. It will be for a term or o years and it 
requested by the recipient government, the loan may be extended tor 
an additional 5 years at the discretion of the President. I he agree- 
ment will stipulate that the ships be used in accordance with the condi- 
tions of the mutual defense assistance agreement. 1 he recipient, 
government will have use of all equipment and spare parts on board the 
ships at the time of the delivery, but title remains in the United States 
even though the ships may be placed under the recipient government s 
flam Possession of the ships will not be relinquished without consent 
of the United States, and no claims arising as a result of transfer and 
operation of the ships may be assessed against the United o tales. 


Right to repossess 1 _ 

The United States may repossess those ships atjany time if necessi- 
tated by its own emergency defense requirements.] At the expiration 
of the loan, the ships will be returned m the same condition as when 
loaned, except for fair wear and tear, but if a ship is damaged or lost 
through enemy action, the recipient country is exempt trom liability 
for such damage or less. 


FRIENDLY FOREIGN NATIONS j 

Ultimate responsibility for determination of a “friendly foreign 
nation” is vested in the President by the Foreign Assistance Act of 
1961, section 503, which states inter alia: 

The President is authorized to furnish military assistance 
on such terms aad conditions as he may determine, to any 
friendly country or international organization, the assisting 
of which the President finds will strengthen the security oi 
the United States and promote world peace and which is 
otherwise eligible to receive such assistance, * * *- 

Similar authority is contained; in section 507 regarding military 
sales. In this case, the “sale” is .for goods and services; i.e., equip- 
ment. and repairs used in activating and overhauling the ship. 


The definition is detailed further within the act of 1961 in section 
506 where certain conditions of eligibility are .prescribed. Ihese 
conditions are applied continuously to all countries eligible tor botn 
o-rant aid and sales by the Departments of State and Defense to insure 
that recipients are “friendly” and that such military assistance is in 
keeping with military and political objectives of the United a tales. 
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The Foreign Assistance Act of 1961, as Amended, 
Part II, Chapter 2 

MILITARY ASSISTANCE 

Section 506. Condition of Eligibility. — (a) In addition 
to such other provisions as the President may require, no 
defense articles shall be furnished to any country on a grant 
basis unless it shall have agreed that— 

(1) it will not, without the consent of the President — 

(A) permit any use of such articles by anyone not 
an officer, employee, or agent of that country, 

(B) transfer, or permit any officer, employee, or 
agent of that country to transfer such articles by 
gift, sale, or otherwise, or 

(C) use or permit the use of such articles for 
purposes other than those for which furnished: 

(2) it will maintain the security of such articles, and 
will^provide substantially the same degree of security 
protection afforded to such articles by the United 
States Government; 

(3) it will, as the President may require, permit con- 
tinuous observation and review by, and furnish necessary 
information to, representatives of the United States 
Government with regard to the use of such articles; and 

(4) unless the President consents to other disposition, 
it will return to the United States Government for such 
use or disposition as the President considers in the best 
interests of the United States, such articles which are no 
longer needed for the purposes for which furnished. 

* * * * * * 
vSection 507. Sales. — {a) The President may furnish 
defense articles from the stocks of the Department of Defense 
and defense services to any friendly country or international 
organization, without reimbursement from funds made avail- 
able for use under this part, if such country or international 
organization agrees to pay not less than the value thereof in 
United States dollars. Payment shall be made in advance 
or, as determined by the President to be in the best interests 
of the United States, within a reasonable period not to exceed 
three years after the delivery of the defense articles, or the 
provision of the defense services. For the purposes of this 
subsection, the value of excess defense articles shall bo not 
less than (1) the value specified in section 644(m)(l) plus 
the scrap value, or (2) the market value, if ascertainable, 
whichever is the greater. 

(b) The President may, without requirement for charge to 
any appropriation or contract authorization otherwise 
provided, enter into contracts for the procurement of defense 
articles or defense services for sale to any friendly country 
or international organization if such country or international 
organization provides the United States Government with 
a dependable undertaking (1) to pay the full amount of such 
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contract which will assure the! United States | Government 
against any loss on the contract, and (2) toj make funds 
available in such, amounts anil at such times as may be 
required to meet the payment® required by the contract, 
and any damages and costs thivt may accrue from the can- 
cellation of such, contract, in advance of the time such pay- 
ments, damages, or costs are due. No sales of unclassified 
defense articles shall be made to the government of any 
economically developed nation: under the provisions ol this 
subsection unless such articled are not generally available 
for purchase by such tuitions \ from coiuinercjal sources in 
the United States: Provided , however, That the Secrotary 
of Defense may waive the provisions of this sentence when he 
determines that the waiver of such provisions is in the national 
interest. I 


FISCAL ■ DATA 


This bill will not involve the expenditure of any Federal funds for 
the activation, overhaul, and modification of these jShips, . 

It is estimated that costs of the proposed sales or loans covered m 
the draft bill will vary from a minimum of $38 million to a maximum 
of $80 million, dependent upon the extent of overhaul and modification 
desired and whether title to the ships is purchased by the- recipient 
countries. The costs for activation and rehabilitation of the vessels 
will be charged to funds provided by the recipient government under 
the reimbursable provisions of the Foreign Assistance Act of 1961, as 
amended, or successor legislation, j All future costs of maintenance 
and overhaul will be paid by the j recipient government. 


DEPARTMENTAL DATA 


This bill is a part of the Department of Defense legislative program 
for the 89th Congress. The Bureau of the Budget has no objection 
to this legislation. Below is set out a letter datjed April 27, 196o, 
from Secretary of the Navy Paul II. Nitze which is made a part of 
this report. ; 

Department of the Navy, 

Office of the Secretary, 
Washington, D.C., A pril 27, 1 965 . 

Hon. John W. McCormack, # j 

Speaker of the House of Representatives, Washington, DA . 

My Dear Mr. Speaker: There is forwarded herewith a draft of 
proposed legislation to authorize the sale or loan | of naval vessels to 
friendly Latin American countries, and for other purposes. 

This proposal is a part of the Department of Defense legislative 
program for the 89th Congress, and it is related to; the mutual defense 
and development program. The Bureau of the Budget advises that, 
from the standpoint of the administration's program, there is no 
objection to the presentation of this proposal for the consideration of 
the Congress. The Department of the Navy hasbeen designated as 
the representative of the Departirient of Defense: for this legislation. 
It is recommended that this proposal be enacted by the Congress. 
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'•:'<■■' ; PURPOSE OF THE LEGISLATION 

The proposed legislation would authorize .the sale or loan oi. 12 
vessols of the destroyer and. submarine categories of the reserve fleet 
to certain friendly Latin American countries. This authority is 
requested to enable the Jjfttin Aiuoriodn navies to continue 1 ©place- 
ment of obsoleto ships and standardization on general-purpose units 
suitable and effective for peacetime surveillance of coastal waters, 
support of counterinsurgency operations in coastal areas, and wartime 
patrol of convoy routes along their coasts. The annual U.S. -South 
American ASW training exercises (UNITAS VI is scheduled for tall 
1965) have demonstrated the value of standardizing equipment and 
training to improve the collective strength of U.S.-South Amoncan 

naval forces. , 

The following factors were considered before the sales or loans were 
proposed. First, it was determined that the transfer of ships for the 
specific intonded uses of this legislation would not adversely affect 
the U.S. Navy’s military capability and is in keeping with U.S. 
national policy. The proposals wore then examined in relation to the 
naval tasks which the nations will be performing under their bilateral 
and multilateral agreements. Finally, an appraisal was made of the 
countries’ demonstrated will to provide for their own defense and 
available manpower in conjunction with their capability to operate 
the ships, and tho countries’ economies, d heso factors have been 
weighed in the field by the U.S. Ambassador and tho chief of the 
military assistance advisory group in each country, by the Commander 
in Chief, Southern Command, and by the Departments of Defense 
and State. At each of the levels it was determined that it is to our 
advantage to initiate the sales or loans as they are the most economical 
and effective moans by which tho United States can assist those navies 
to meet thoir force improvement program. 


COST AND BUDGET DATA 


It is estimated that costs of the proposed sales or loans covered in 
the draft bill will vary from a minimum of $38 million to a maximum 
of $80 million, dependent upon the extent of overhaul and modifica- 
tion desired, and whether title to the ships is purchased by the re- 
cipient countries. The costs for activation and rehabilitation of tho 
vessels will be charged to funds provided by the recipient government 
under the reimbursable provisions of the Foreign Assistance Act or 
1961, as amended, or successor legislation. All future costs of 
maintenance and overhaul will be paid by the recipient, government. 


Sincoroly yours, 


Paul H. Nitze, 
Secretary of the Navy. 
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A BILL To authorize the sale or loan of naval vessels to friendly Latin 
American countries, and for other purposes 

Be it enacted by the Senate and House of Representatives of 
the United States of America in Congress assembled , That not- 
withstanding section 7307 ol| title 10, United States Code, 
or any other law, the President may sell or lend, at his 
discretion, to friendly foreign: nations of Latin America from 
the Reserve Fleet, on such terms and conditions as he deems 
appropriate, destroyers and submarines as follows: 

(1) Argentina, three destroyers, (2) Brazil, four destroyers, 
(3) Chile, two destroyers, (4) Peru, two i destroyers, (5) 
Venezuela, one submarine. ! 

Sec. 2. All expenses involved in the activation, rehabili- 
tation, and outfitting (including repairs, alterations, and 
logistic support) of vessels transferred under this Act shall 
be charged to funds provided by the recipient government 
under the reimbursable provisions of the Foreign Assistance 
Act of 1961, as amended, or successor legislation. 

Sec. 3. Notwithstanding sections 7304 and 7305 of title 
10, United States Code, should the President determine that 
the vessel or vess els shall be sold to the recipient government, 
said vessel or vessels shall be (stricken from the Naval Vessel 
Register. The vessel or vessels shall bo sold at not loss 
than one million dollars each over and above any cost of 
activation, overhaul, or modification. All sales will be made 
pursuant to the Foreign Assistance Act of 1961, as amended, 
or successor legislation. 

Sec. 4. All loans executed under this Act shall be for 
periods not exceeding five years, but the President may in 
his discretion extend such loans for an additional period of 
not more than five years. They shall be made on the 
condition that they may be terminated at an earlier date if 
necessitated by the defense requirements of the United 
States. 

Sec. 5. No sale or loan may be made under this Act unless 
the Secretary of Defense, after consultation with the Joint 
Chiefs of Staff, determines that such sale or loan is in the 
best interest of the United States. The Secretary of Defense 
shall keep the Congress currently advised of all sales or loans 
made under authority of this Act. 

Sec. 6. The President may promulgate such rules and 
regulations as he deems necessary to carry out the provisions 
of this Act. 1 i 

: Sec. 7. The authority of the President to sell or lend naval 

vessels under this Act terminates on December 31, 1967. 
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CHANGES IN EXISTING LAW 

Tn romnliance with clause 3 of rule XIII of the Rules of the House of Representatives there is herewith printed 
in parallel columns the text of provisions of existing law which would he repealed or amended by the various provisions 

of the bill as reported: 


EXISTING LAW 


THE BILL AS REPORTED 


(10 U.S.C. eh. 633, Naval Vessels) 
***** 

Sec. 7307. Restriction on disposal, (a) Notwith- 
standing any other provision of law, no battleship, air- 
craft carrier^ cruiser, destroyer, or submarine of the N avy 
may be sold, transferred, or otherwise disposed of, unless 
the Chief of Naval Operations certifies that it is not essen- 
tial to the defense of the United States. 

(b) Without authority from Congress granted after 
March 10, 1951, no battleship, aircraft carrier, cruiser, 
destroyer, or submarine that has not been stricken from 
the Naval Vessel Register under section 7304 of this title, 
nor any interest of the United States in such a vessel, may 
be sold, transferred, or otherwise disposed of under any 
law. .. . 


That notwithstanding section 7307 of title 10, United 
States Code, or any other law, the President may sell or 
lend, at his discretion, to friendly foreign nations of -Latin 
America from the reserve fleet, on such terms and condi- 
tions as he deems appropriate, destroyers and submarines 

as follows: ■ i d 

(l) Argentina, three destroyers, (2) Brazil, four de- 
stroyers, (3) Chile, two destroyers, (4) Peru, two destroy- 
ers, "(5) Venezuela, one submarine. 


Sec. 2. All expenses involved in the activation, reha- 
bilitation, and outfitting (including repairs, alterations 
and logistic support) of vessels transferred under this Act 
shall be charged to funds provided by the recipient govern- 
ment under the reimbursable provisions of the r oreign 
Assistance Act of 1961, as amended, or successor legisla- 
tion. 
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EXISTING LAW 


THE BILL AS REPORTED 

Sec. 3. Notwithstanding sections 7304 and 7305 of 
title 10, United States Code, should the President deter- 
mine that the vessel or vessels shall be sold to the recipient 
government, said vessel or vessels shall be stricken from the 
Naval Vessel Register. The vessel or vessels shall be sold 
at not less than $1, 000, 000 each over and above any cost 
of activation overhaul nr All ^11 

.. **- ^ w . OUIOA VV XU. uo 

made, pursuant to the Foreign Assistance Act of 1961, as 
amended, or successor legislation. 

Sec. 4. All loans executed under this Act shall be for 
periods not exceeding five years, but the President may in 
his discretion extend such loans for an additional period of 
not more than live years — They shall be made on the con- 
dition that they may be terminated at an earlier date if 
necessitated by the defense requirements of the United 
States. 

Sec. 5. No sale or loan may be made under this Act 
unless the Secretary of Defense, after consultation with the 
Joint Chiefs of Staff, determines that such sale or loan is in 
the best interests of the United States. , The Secretary of 
Defense shall keep the Congress currently advised of all 
sales or loans made under authority of this Act. 

Sec. 6. The President may promulgate such miles and 
regulations as he deems necessary to carry out the pro- 
visions of this Act. 

Sec. 7. The authority of the President to sell or lend 
naval vessels under this Act terminates oh December 31 
1967. 


O 
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89tii Congress 
1st Session 


} 


SENATE 


I 


Report 
No. 781 


LOAN OF NAVAL VESSELS TO FRIENDLY FOREIGN 

COUNTRIES 


September 23 (legislative day, September 20), 1965.— Ordered to be printed 


Mr. Russell, from tho Committee on Armed Services, submitted the 

following 

REPORT 

[To accompany II. It. 7812] 

The Committee on Armed Services, to which was referred the bill 
(H.R. 7812) to authorize the loan of naval vessels to friendly foreign 
countries, and for other purposes, having considered the same, 
reports favorably thereon with an amendment and recommends that 
the bill as amended do pass. 

AMENDMENT 

The bill is amended by striking all after the enacting clause and 
inserting new language in tho nature of a substitute. 


EXPLANATION OF THE AMENDMENT 

The committee recommendations include a part of three different 
bills that would have authorized the loan of 21 ships. The loans 
approved by the comnutteo, totaling 11 ships, have been cons oil chi ted 
arid included as an amendment to H.R. 7812. 


PURPOSE 


The bill as amended would authorize the loan of 11 ships to the 


following countries : 

Argentina 

Brazil 

Philippines 

Turkey 


2 destroyers. 

3 destroyers. 

2 submarines. 

1 helicopter carrier. 

1 destroyer escort. 

2 destroyers. 


Tho des trovers to be loaned or sold are of the Fletcher class (2,100 
tons A and the submarine is of the Balao class (1,500 tons). 

Approved For Release 2063/^/15 : CIA-RDP67B00446R000500260001 -8 



Approved For Releasl 2003/lb?f$ : 

BACKGROUND I 

The law 

Before 1951 U.S. Naval vessels could be transferred to friendly 
foreign nations under the provisions of the Mutual Assistance Defense 
Act of 1949, as amended. Public Law 82-3, which was approved 
in 1951, the text of which appears in section 7307 of title 10, United 
States Code, requires that a battleship, carrier, cruiser, destroyer, or 
submarine that has not been struck from the Naval Register may 
not be sold, transferred, or otherwise disposed, of without express 
congressional approval. 

Since 1951 Congress has enacted 17 laws relating to ship transfers. 
Eleven of these laws provided authority for new loans and extensions 
of existing loans and the other six dealt with loan extensions only. 

Summary of transfer s 

The 17 laws relating to ship I transfers enacted since 1951 have 
authorized the loan of 94 ships, the transfer of 9 ships, and the sale 
of 4 ships. Ot the 94 ships authorized for loan, 72 have actually 
been loaned. Of the four ships authorized for sale, one has been sold. 
All of the nine ships authorized for transfer have been transferred. 

Requests received j 

Since World War II the United States has received many requests 
for ships from foreign countries. | These requests have been evalu- 
ated in terms of the needs of the requesting countries, mobilization 
requirements of the United States, worldwide demands on our 
resources, and the availability of mutual defense assistance funds. 

Ships proposed for loan under this bill will satisfy some of the more 
urgent requests that have been considered. The! ships that are pro- 
posed for loan under the bill are! part of our mobilization base, but 
they will be in the possession of allies and not lost bly the United States. 

Definition of a ‘ friendly foreign nation” 

Responsibility for determination of a “friendly foreign nation” is 
vested in the President by sections 503, 506, and 507 of the Foreign 
Assistance Act of 1961. 

TITtJS I ; 

This title authorizes the loan <j)f two submarines to Italy and a 
helicopter carrier to Spain. j 

The submarines will be used by Italy to replace obsolete submarines 
now in its navy. The vessels to be loaned would improve the pro- 
ficiency of the Italian antisubmarine warfare forces. Limited activa- 
tion of the submarines will be accomplished in ! the United States 
before transfer to Italy where they will receive extensive overhaul 
and modernization. j ; 

The helicopter earlier will be used by Spain to build an antisub- 
marine warfare capability that would be helpful to the United States 
in combating the threat posed by the submarine forces of potentially 
hostile nations. The Spanish Government will pay the cost of 
activation, overhaul, and modernization in U.S. -shipyards and will 
buy helicopters for the carrier from the United States. 
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TITLE II 

This title authorizes the loan of two destroyers to Argentina and 

three destroyers to Brazil. . , 

These ships will be used by the recipient countries to replace 
obsolete ships and to standardize on general purpose vessels that aie 
suitable and effective for peacetime surveillance of coastal waters, 
support of counterinsurgency operations in coastal areas, and wartime 
patrol of convoy routes along the coasts. . 

The bill gives Argentina and Brazil the option to purchase the ships 
at a price of not less than $1 million per ship. 

TITLE III 

This title would authorize the loan of one destroyer escort to the 
Philippines and two destroyers to Turkey. 

The destroyers will bo used by Turkey to moot responsibilities 
assigned to it by the North Atlantic Treaty Organization. 

Tho destroyer escort for the Philippines is intended as a replacement 
for the Philippine Navy flagship that was sunk during a typhoon in 
the summer of 1964. This vessel will also provido a quicker response 
and a greater force than can now be provided by Philippine patrol 
ships. 

GENERAL PROVISIONS 

The loan of the ships under authority of this bill may be for periods 
not exceeding 5 years and the President may extend the period of the 
loans for an additional period of not more than 5 years. All loan 
agreements must contain a provision that tho loan can be terminated 
if necessitated by defense requirements of tho United States. 

The loan or sale of the vessels must be preceded by a determination 
by the Secretary of Defense, after consultation with the Joint Chiefs 
of Staff, that the loan or sale is in the best interest of tho United States. 
The Secretary of Defense is required to keep the Congress currently 
informed of transfers made under authority of the bill. 

The authority to sell or lend vessels would terminate on December 
31, 1967. This period of time is needed to provide for negotiation and 
the orderly planning of activations and overhauls. 


FINANCIAL INFORMATION 

The cost of the limited activation of the two submarines to be loaned 
to Italy will bo borne by tho Italian Government. Tho Spanish 
Government will pay tlie cost of activating the carrier— approximately 
$10 million— and in addition, will buy helicopters costing $10 million 
from the United States. Hence there will he an inflow of gold ol more 

than $20 million. ^ . . ... . . . 

The ships foi Argentina and Brazil would result m a minimum of 
$14.5 million or a maximum of $28.5 million favorable now ol gold, 
depending on the extent of overhaul and modification and whether the 
recipient countries desire to purchase tho ships. 

Even the expense associated with, ship loans that is grant aid would 
be paid by the Unitod States for work done in our own shipyards. 
Consequently, there is no gold outflow. 
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The cost of activating, overhauling, and rehabilitating a destroyer 
varies between $3.3 and $5.7 million and similar costs for a destroyer 
escort are between $2 and $2.7 million. These costs are typical and 
vary somewhat from ship to ship. 

i 

VIEW OF EXECUTIVE BRANCH 

The executive branch originally recommended ship loan legislation 
in threo separate bills. This bill, as amended, does not contain all the 
loans recommended but the committee was informed that the executive 
branch supports authority for all the loans contained in the bill. 
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UN JUAiSTiNU LAW 


In compliance with subsection 4 of rule XXIX of thp urn • , 

parallel columns the bill and existing law requiring congressional appro™}' for ’the Lbj^t h P ™* ed bel ° W “ 


EXISTING LAW 

(10 U.S.C. ch. 633, Xaval Vessels) 

* * * * * 

Sec. 7307. Restriction on disposal, (a) Notwith- 
standing any other provision of law, no battleship, air- 
craft earner, cruiser, destroyer, or submarine of the Navy 

♦vUWv ? 0l ?X tran f^ rred) - or ottlerw i s e disposed of, unless 
^ aval Operations certifies that it is not essen- 
tial to the defense of the Lmted States 

\ilrol,^ 1 n h< lob autho t i 7., fr 1 0 . m C .°ngress granted after 
1951, no battleship, an-craft carrier, cruiser, 
TX?^ { ° r submarine that has not been stricken from 
tne .Naval Vessel Register under section 7304 of this title 
nor any interest of the United States in such a vessel may 
hu\ SCaC b transferred, or otherwise disposed of under any 


THE BILL 

TITLE I 

1°V ^Withstanding section 7307 of title 10 
W, ted ^tutcsC.ode, or any other law, the President mai 
HhUnl fn t ndl J foreign natlons > on s uch terms and con 
fleet as Mw””" 3 appropnate ’ shi P s from *e reserv, 

earner^ ? tW ° submarines ’ and ( 2 ) Spain, one helicoptei 

Sec. 102. All expenses involved in the activation reha- 
bditation and outfitting (including repairs, alterations 

shil/wv, 10 S1 3 P + 0r P vessels transferred under this title 
shall be chaiged to funds provided by the recipient govern- 

? e ^t uuder th e reimbursable provisions of the Foreign 
legislatiorf ^ ° f 1961, &S amended > or successor 


TITLE II 

T Jjffi It 01 ; ^withstanding, section 7307 of title 10 , 

^ States Code, or any other law, the President mav 

Tfltirf a • h / S dls ^etion, to friendly foreign nations of 

cnnd?fU^T C L fr ? m the reserve fleet > 011 such terms and 
conditions as he deems appropriate, destroyers as follows : 

(1) Argentina, two destroyers, Brazil, three destroyers 


Ot 
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EXISTING LAW 


THE BILL 

Sec 202 All expenses involved in the activation, reha- 
bilitation, and outfitting (including repairs, alterations 
and logistic support) of vessels transferred under this title 
shall be charged to funds provided by the recipient govern- 
ment under the reimbursable provisions of the Foreign 
Assistance Act of 1961, as amended, or successor legislation 
Sec. 203. Notwithstanding sections 7304 and 7 305 ol 
title 10, United States Code, should the President. cieier- 
mine that the vessel or vessels shall be sold to the recipient 
government, said vessel or vessels shall be stricken from 
the Naval Vessel Register. The vessel or vessels shall be 
sold at not less than 81.000.000 each over and above any 
cost of activation, overhaul, or modification. All sales 
mil be made pursuant to the Foreign Assistance Act ot 
1961, as amended, or successor legislation. 

TITLE III 

Sec. 301. Notwithstanding section 7307 of title 10, 
United States Code, or any other law , the President may 
lend to friendly foreign nations, on such terms and condi- 
tions as he deems appropriate, ships from the reserve 

fleet as follows: ^ 

(1) Turkey, two destroyers, and (2) the Philippines, 

one destroyer escort. . , . „ ^ 

Sec. 302. All expenses involved m the activation, le 
habitation, and outfitting (including repairs, alterations, 
and logistic support) of vessels transferred under this 
title shall be charged to funds programed for the recipient 


Ci 
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government as grant military assistance, or as reimburs- 
able, under the provisions of the Foreign Assistance Act 
of 1961, as amended, or successor legislation. 

TITLE IV 

Sec. 401. Loans executed under this Act shall be for 
periods not exceeding five years, but the President may in 
his discretion extend such loans for an additional period of 
not more than five years. They shall be made on the 
condition that they may be terminated at an earlier date 
if necessitated by the defense requirements of the United 
States. 

Sec. 402. Xo sale or loan may be made under this Act 
unless the Secretary of Defense, after consultation with 
the Joint Chiefs of Staff, determines that such sale or loan 
is in the best interest of the United States. The Secretary 
of Defense shall keep the Congress currently advised of 
all sales or loans made under authority of this Act. 

Sec. 403. The President may promulgate such rules and 
regulations as he deems necessary to carry out the provi- 
sions of this Act. 

Sec. 404. The authority of the President to sell or lend 
naval vessels under this Act terminates on December 31, 
1967. 


o 


-4 
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